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A Banker’s Diary 





Mid-February—Mid- March 


THE money market has continued to be dominated by 
the collection of revenue and redemption of Treasury 
= bills. During February, public deposits 
Mhe Money «+ the Bank of England averaged 6-8 
Market ae ; a. 5 7. 
millions more than in January, while 
bankers’ deposits averaged {18-4 millions less. Also 
by the middle of March the total of Treasury bills issued 
by tender had fallen to £468-6 millions, compared with 
£597 millions at the New Year and £516 millions in the 
middle of February. As a result money was distinctly 
usable. The outside rate was a firm 3 per cent., while 
a fair amount of one per cent. clearing bank money 
had to be borrowed from time to time. On the other 
hand the contraction in the supply of Treasury bills has 
made it increasingly difficult for the clearing banks to 
maintain discount rates, for while they were still offering 
no better than 1 per cent. for “ hot” Treasury bills, 
other buyers were only paying 23 per cent., while 
the tender rate on March 16 was as low as 15s. 6: 22d. 
per cent., or just under 33 per cent. The shortage of 
Treasury bills has been accentuated by the fact that 
apparently public departments have maintained their 
bill holdings throughout the whole of the recent heavy 
redemptions, so that the whole brunt of these repayments 
has fallen upon the market. It is possible that the 
authorities have been accumulating liquid funds in the 
form of Treasury bills in readiness for the April Treasury 
bond maturities. 


NOTWITHSTANDING the heavy gold movements between 
the Continent, London and New York, the leading foreign 
exchanges have remained comparatively 
steady, and it is obvious that the sub- 
stantial American gold imports were largely 
covered by the return of panic money from Europe to 
the United States. The New Y ork- Paris exchange has 
gradually crept up from 6-35 to 6-57 cents to the franc, 


The Foreign 
Exchanges 
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compared with the new parity of 6-63 cents, with the 
result that gold shipments have ceased to be profitable. 
The dollar has depreciated slightly against sterling 
from just under $5 to about $5-10, while the franc has 
tended to appreciate against the pound. At one time 
in early March, the London—Paris spot rate fell below 
77 francs, but the British control promptly sold francs and 
restored the rate to above that level. This operation 
was at once interpreted as indicating an impending 
stabilisation agreement between the three countries, 
but in reality it signified nothing more than the normal 
practice of the British control, which is to smooth out 
temporary fluctuations due to the sudden movement of 
liquid funds. The whole exchange position is both 
quieter and healthier than it was earlier in the year. 
Three months’ dollars now only stand at a negligible 
discount against the pound, while the discount on three 
months’ francs, though still appreciable, is much less 
than it was a short time ago. These movements 
indicate a general restoration of confidence. 


THE influx of gold into the United States, consequent 
upon the revaluation of the dollar at 59-06 per cent. 
of its former gold value, is now at an end, 

World and it is possible to assess the extent of 
30ld the movement. As our Paris correspondent 
Movements points out, the movement was not confined 
to exports to the United States, for there 

was a general fear that the European gold bloc might be 
forced off gold with a consequent embargo upon gold 
hoarding and exportation, and so much gold in Con- 
tinental private ownership was hurriedly transferred to 
London for safe custody in a free gold market. On 
balance, New York imported {100 millions of gold, while 
London imported {100 millions (including £63 millions 
from France and £3:°5 millions from Holland) and 
shipped {£59 millions to New York. London's net 
gain was thus £41 millions. Central banks within the 
gold bloc lost £65 millions, of which the Banque de 
France lost £37 millions, the Netherlands Bank {17 
millions and the National Bank of Switzerland {10 
millions. Setting these totals against the American 
imports of {100 millions and the British net imports of 
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£41 millions, it is clear that even allowing for shipments 
from South Africa and India a substantial quantity came 
from Continental private hoards. So far the gold 
imported into the United States has not been segregated, 
for the Treasury has issued gold certificates against it, 
and these have been deposited by the recipient banks 
in their accounts at the Reserve Banks. The only 
effect, however, has been to increase member bank excess 
reserves—that is to add to the already redundant supplies 
of credit. 


THE February returns of the ten clearing banks reflect 
the collection of revenue and the redemption of Treasury 
bills, for compared with January deposits 
February were reduced from £1,920: 5 to (1.867. 4 
—— millions, cash from £223": rtof 209° I — 
Averages nd discounts from £284-3 to £249°8 
millions. Call money has also fallen from 

£129:7 to £117°5 millions, which shows that the market, 
as well as the banks, is holding fewer bills. Advances 
have risen from {£734°6 to {741-9 millions. Some 
borrowing always ad place at this time of year to 
enable taxes to be paid, while many traders are beginning 
to need additional accommodation. gainst this the 
recent capital issues may have pe winitted of the repayment 
of some large bank loans. Investments are slightly 
higher at £560-1, compared with £557-°6 millions. Sub- 
stantial changes have occurred during the past year. 
On the assets side, discounts have been reduced by 
£135:7 millions, and advances by {23-7 millions, while 
investments have risen by {62-6 millions. Cash is £1°5 
millions higher. Among liabilities, deposits have con- 
tracted by {89-4 millions. During the same period the 
quantity of Treasury bills issued by tender has been 
reduced by £105 millions, partly out of a surplus of 
revenue and partly out of the creation of other forms 
of debt. To make good the loss of deposits arising from 
these operations, the only course for the banks was to 
increase their purchases of Government securities. These 
already represented, however, so large a proportion of 
their assets, that they preferred to let their deposits fall 
and their cash ratios rise, the actual increase in the latter 
being from 10-6 to 11-2 per cent. The fact is that the 
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banks have little incentive to take fresh deposits, so long 
as the normal means for their employment are lacking. 


THE trade returns for February continue to show some 
improvement over those of a year ago. Imports have 
risen from {49-1 to £57°4 millions, this 
ae am being mainly due to an increase from {13-2 
to {18-2 in raw material imports. Coal 
exports have risen from {2-3 to {2-7 millions, iron and 
steel exports from {2-1 to {2-7 millions, and machinery 
exports from {2-0 to {2-1 millions. Among textiles, cotton 
exports have fallen from £5-3 to £4-8 millions, but woollen 
and worsted exports have risen from {2-2 to {2-6 millions. 
Exports of vehicles have improved from {1-6 to {2-0 
millions, while the total increase in manufactured goods 
exports is from {21-5 to {22-7 millions. Re-exports 
have also risen from £4°5 to {5-2 millions, and thus 
are at last sharing in the recovery. The balance of 
payments for 1933 is estimated at a negative figure of 
only £4,000,000, compared with £56 millions in 1932 and 
£104 millions in 1931. The surplus of imports has fallen 
from £408 millions in 1932 to £264 millions in 1933, 
while the virtual disappearance of American war debt 
payments have reduced our outgoings on Government 
account from {24 millions to nil. Invisible exports have 
improved by £5,000,000, for a decrease of £5,000,000 in 
net shipping income is more than offset by a surprising 
increase of {10 millions in income from overseas invest- 
ments. We have, therefore, at last rectified the dangerous 
position which existed only two years ago. 


Tue bill for the establishment of the new Canadian Central 
Bank has been duly introduced into the Canadian 
Parliament, and on the whole has met with 

fg Bane a good reception, except from those shades 
of public opinion which hold that the 

New Central Bank should be under state ownership. 
Some attempt has been made to meet the claims of the 
commercial banks over the loss of their note issues. 
The right of note issue is to be transferred only gradually 
to the New Central Bank, and even after the completion 
of the transfer in 1946 the commercial banks will still 
be left with 25 per cent. of their present issues. It is 

B 
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hoped that this will provide them with sufficient revenue 
to save them from having to close any of their less 
remunerative offices. The banks, however, are required 
to sell to the central bank all gold held by them in Canada, 
and any profits on its resale or revaluation are to accrue 
to the Consolidated Fund. Profits on gold held against 
foreign liabilities, however, shall accrue to the vendor 
bank. In general, the text of the Bill follows closely 
the recommendations of -the Macmillan Committee. 
The new Central Bank is to be called the Bank of Canada, 
its capital is to be $5,000,000, and the maximum dividend 
on the shares 6 per cent. cumulative. Its head office is 
to be in Ottawa, but it may establish branches and 
agencies elsewhere. It shall act as the fiscal agent of the 
central Government and may be appointed as agent of 
any Provincial Government. It will exercise the normal 
central banking function and will take over from the 
Treasury the powers of extending credit to the commercial 
banks hitherto conferred upon it by the Finance Act. 


EVER since the foundation of the Bank for International 
Settlements, the hope has been expressed that one 
day it would be able to accumulate a central 
The gold fund for the purpose of clearing 
pec international payments, which hitherto have 
ank’s New ; : 
Function Necessitated shipments of gold. The actual 
procedure would be that each central bank 
would deposit gold with this fund and would receive a 
corresponding credit in the books of the Bank for Inter- 
national Settlements: and that such accounts would be 
credited or debited to cover international payments. 
So long as the gold standard is in abeyance over a large 
part of the world, all that can be done is to prepare the 
ground for the achievement of this ideal, but the latest 
accounts of the Bank for International Settlements bear 
evidence of such preparation. They now carry among 
the Bank’s assets an item “ gold in bars,’’ which during 
February increased from 7-6 to 18-0 million Swiss francs. 
A per contra entry “sight deposits (gold) ’”’ similarly 
appears among the Bank’s liabilities. This is clearly the 
nucleus of such a central gold settlement fund, and 
one great advantage of this procedure is that the Inter- 
national Bank’s gold, wherever it is held, enjoys extra- 
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territorial privileges, so that it cannot be expropriated or 
made subject to export or other restrictions in the country 
where it lies. It is to be hoped as economic and monetary 
sanity returns to the world, this fund will grow to a 
substantial size, but in any case its first appearance is 
more than welcome. 


THE British representatives who went to Berlin towards 
the end of February to negotiate the new standstill 
agreement to replace the former agreement 
The New which expired at the end of that month, 
a had a difficult task to perform, for in 
tandstill i : : " 
Agreement addition to looking after their own interests, 
they had to be careful not to prejudice 
those of the long-term and medium-term creditors of 
Germany. The situation was rendered all the more 
delicate by the fact that since the New Year the former 
German export surplus has been replaced by a deficit, 
for this increases the danger of German attempts to 
scale down still further the cash payments in respect of 
the service of her external debt. On the other hand her 
standstill liabilities have been substantially reduced by 
their liquidation in the form of registered marks. Esti- 
mates given in the Economist of February 24, suggest that 
London claims subject to the standstill agreement 
are now only £32 millions of acceptance credits plus {12 
millions of cash advances, and were international trade 
operating at its normal volume, such figures would be by 
no means excessive. It is in fact arguable that most of 
the former figure of £32 millions represents revolving 
credits which are being used legitimately in financing 
current trade and in no way consist of accumulations 
of past indebtedness. This made the representatives’ 
task all the easier, and in the end the expiring agreement 
was renewed with only minor changes of detail. It is 
satisfactory to learn that one at least of the major 
problems created by the crisis of three years ago is being 
solved along natural lines. 








8 THE BANKER 


Public Opinion and the Banks 


N this country the business of banking is still under 
private ownership and management, and so in one 
sense bankers may feel that they need pay no heed 

to political views, and that they have as great a right to 
conduct their business in their own way as any other 
trader or manufacturer. This view, however, cannot be 
pressed too far. In practice, if not in law, the business 
of banking in this country has become concentrated in 
the hands of a limited number of large institutions and 
it is almost impossible for anyone to found a new bank 
to-day. Hence the question of monopoly at once raises 
itself, and public opinion feels that if so important a part 
of the nation’s business is under the control of a few 
people, then the nation has a right to see that this busi- 
ness is conducted in the national interest. This in turn 
means that if bankers are to be left free to carry on their 
own business without political or other forms of pressure 
and interference, they cannot be unmindful of the trend 
of public opinion. 

If the average man were asked to express an opinion 
of the British banking system, his first attitude would be 
one of admiration. He is not unmindful of the fact that 
almost alone in the world the British banks have met 
the full shock of the crisis and depression of the past five 
years and have emerged from their trial unscathed. 
This has forced him to realise that with all their alleged 
defects there must be something good in the practice 
and traditions of British banking, and he must have 
come to see that the safety of his customers’ money is 
the British banker’s first care. On top of this, he also 
feels that genuine respect that we always feel for those 
who are engaged in mysterious work which is quite 
beyond our understanding. The average customer re- 
gards his local manager as a man who can advise him 
upon his investments, upon how to obtain foreign money, 
upon income tax problems, and in short upon all the 
ramifications of the world of finance. In many provincial 
towns the local bank manager is the sole link with the 
City of London. His advice on financial matters is, 
within limits, at the disposal of all. He will always 
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consider a request to act as a treasurer in connection 
with local activities. He is always ready to search for 
information regarding a host of matters. Above all, he 
always takes the sane, cautious, conservative view, and 
is ready to save his clients from embarking upon unsound 
speculation which can only end in disastrous and un- 
necessary loss. 

Yet the average man is not entirely happy about the 
British banking system. He has come to regard it as 
being too mysterious, and like everything else which he 
cannot understand, he is just a little afraid of it. Again, 
he has just been passing through a very difficult period, 
and as a result he is in the mood to search for scapegoats. 
And there are plenty of uninformed self-appointed 
authorities who are ready to blame bankers in general 
for the economic misfortunes of the past five years, and 
while the average man neither understands nor accepts 
these arguments, he has gradually come to wonder if 
there may not be something in what they say. 

The first grievance he feels against the banks is that 
at a time when most undertakings have been incurring 
heavy losses, the banks and their shareholders have only 
suffered very moderate reductions in their profits and 
their dividends. This point of view is wholly illogical, 
for a moment’s thought suffices to show that once a bank 
begins to work at a loss, its customers’ deposits are 
brought within a measurable distance of jeopardy. 
Again, if one important part of the nation’s activities can 
continue to work at a profit, it is surely of benefit to the 
nation asa whole. Yet illogical as it is, this feeling exists, 
and it is strengthened by the fact that the nominal rates 
of dividend on most classes of bank shares are high, and 
the shares themselves are quoted at a proportionate 
price above par. Here the average man more excusably 
overlooks the fact that the banks have accumulated for 
their shareholders huge reserves, only part of which are 
disclosed. He does not realise that the profits earned and 
the dividends paid arise not only from the paid-up 
capital, but from these huge reserves as well. 

It is in this frame of mind that he comes to examine 
the vexed question of bank rates of interest, and it is 
here that he feels his second grievance. He knows that 
if he places money on deposit with a London bank he 
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only receives $ per cent., but that if he incurs an over- 
draft he is at once charged 4} or 5 per cent. ; and he very 
naturally argues that the margin of 4 per cent. between 
what the bank pays and receives is far too great. It is 
equally natural for him to deduce that the high cost of 
bank loans is a leading cause of the trade depression. 

Once more he is arguing in ignorance of the facts. 
He does not realise that to-day there is no fixed charge 
for bank loans. It all depends upon the standing of the 
borrower and the security of the loan, for every charge 
for a loan includes an appropriate insurance premium 
against the risk that the loan will not be repaid. Admit- 
tedly this may bear hardly upon the small borrower or 
upon the man whose ability to repay is not entirely 
beyond question, but the banker has to remember that 
he is lending his customers’ money. Moreover, if the 
banker charged a flat rate, it would mean that he was 
penalising the sound borrower. This would not be in the 
national interest. 

In any case, interest paid on London deposits is only 
one of the bank’s chief outgoings; and interest charged 
on loans is only part of the bank’s incomes. Even to-day, 
country depositors receive about 14 per cent., and this 
helps to raise the average cost of deposits. Again, other 
rates of interest received by the banks are far below 44 
and 5 per cent. Call loans yield 1 per cent. and no more, 
and bills discounted barely 1 per cent. The return on 
investments, which to-day form a large part of the bank’s 
assets, is even in the case of long-dated securities bought 
five years ago no more than 43 per cent. The yield on 
the banks’ war loan holdings has now fallen to 3} per 
cent., and the same applies to long-dated stocks pur- 
chased within the last eighteen months. The yield on 
Treasury bonds and short-dated securities is barely 
2 per cent. If an average were struck of the various 
returns upon all the banks’ assets, and if it were com- 
pared with the average cost of deposits, the margin 
between the two would fall far short of the 4 per cent. 
spread between the London deposit rate and the yield 
on advances. The margin, in fact, might as low as 
24 per cent. 

The short answer to this complaint is that in very 
round figures the total advances of the “ big five ’’ were 
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about £675 millions in 1933. Their net profits for that 
year were £8,379,000, which is equivalent to 1} per cent. 
on their advances. Thus a reduction of I per cent. in 
advance rates would practically have wiped out the 
banks’ net profits. Mr. McKenna drove this point home 
at the Midland Bank meeting in admirable fashion when, 
after showing that the London deposit rate was entirely 
a false guide, he declared that a further all-round reduc- 
tion of I per cent. in the rates on advances would entail 
either a one-third cut in salaries or an almost complete 
suspension of dividend payments. 

Salaries form an important part of working expenses, 
and this introduces the average man’s third grievance, 
namely, that the banks are extravagant in their opera- 
tions. He does not greatly criticise salaries as such, for 
if he numbers any bank officials among his friends, he 
realises that most of them are not among the wealthier 
members of the community. What he is more concerned 
with are the size and ramifications of the head offices 
of the banks and the multiplicity of their branches. 

Here the public themselves are partly to blame. It 
may be granted that immediately after the war most of 
the banks indulged in a spate of building, and opened 
far more new branches than were really required. This, 
however, was largely a passing phase, and the banks 
themselves soon learned wisdom. Unfortunately, the 
banks cannot entirely control the rate at which new 
branches have to be opened. The development of new 
housing schemes, and the opening of new industrial areas 
both require new banks, and over and above all there is 
the innate laziness of the average bank customer, who 
refuses to walk more than a few hundred yards to his 
bank. This is a leading explanation of the large number 
of offices which the banks have to maintain. 

Again, the average customer has come to expect a 
large number of services from his bank, which are either 
rendered free or at a moderate charge. He asks his bank 
to buy and sell his stocks and shares, to collect his coupons 
and dividends, to solve his income tax problems, to 
act as his executor or trustee, to provide him with foreign 
exchange, and to give him accurate information upon 
almost everything under the sun. All this demands 
staff, and office accommodation for that staff, and the 
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result is the large salary roll of the banks, and the large 
head offices with their numerous departments. Even the 
routine work of clearing and collecting cheques requires 
an enormous and highly complicated organisation, and 
except in the case of the smallest accounts this service 
is rendered entirely without charge. Certain specialised 
departments of the banks, it is true, are self-supporting 
and charge fees for their services, but the great bulk of 
the banks’ organisation and work has to be paid for solely 
out of the margin between the deposit rates paid and the 
interest earned by the banks. 

There is one further grievance against the banks. It 
is that whereas any reputable borrower can obtain a 
short-term loan from the banks, and whereas any large 
undertaking can obtain permanent capital on the Stock 
Exchange, there is no machinery for providing the small 
trader with permanent capital, or for providing industry 
in general with medium-term credit over a period of, say, 
five years. It is thought to be the duty of the banks to 
fill these gaps, regardless of the fact that it was just 
because Continental banks assumed these duties that 
many of them have recently found themselves in serious 
difficulties. Up to a point, Continental experience 
provides the real answer, namely, that the banks are 
being asked to perform functions which they cannot 
safely undertake at all. Yet British bankers themselves 
are not insensible to this need. In two successive years, 
Mr. Beaumont Pease, the chairman of Lloyds Bank, has 
spoken sympathetically of the possibility of forming an 
Industrial Mortgage Company, and while he rightly 
insists that the banks ought not to take a direct manage- 
ment interest, they could help by giving their customers 
introductions to such a concern. The same need was 
discussed in the Macmillan Report nearly three years 
ago, and this is a constructive proposal which well merits 
close consideration. 

As regards the main body of criticism we have already 
seen that the banks have a complete defence. Still a 
good defence is by itself not sufficient, for the public has 
to be convinced of its justice. Here the remedy is for the 
banks to give full information of their activities up to the 
limits demanded by prudence. There is no reason why 
all the banks should not follow the precedent set by 
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Lloyds Bank and Martins Bank, and publish their 
accounts in the complete form prescribed by the Cunliffe 
Committee. It might also allay misunderstandings if 
all the banks periodically published analyses of their 
advances, showing their distribution as between indus- 
tries, between localities, and between large and small 
loans. Some of the bank chairmen give casual informa- 
tion on these matters in their annual addresses. There 
is no reason why all the banks should not do it regularly 
once a quarter. Whether or not bankers would be 
justified in publishing average interest rates charged on 
various classes of loans is a more open matter, but if 
they could do so, they would remove a further sense of 
grievance. 

There is a mass of more general information which 
the banks could also usefully make available. Returns 
relating to the rate at which money is circulating, the 
total of all cheques cleared, and not merely those passing 
through clearing-houses, the ebb and flow of foreign 
money, and similar economic information at once suggest 
themselves. Certain of these gaps in our knowledge are 
already being filled, and in other cases the required 
information is rightly kept confidential and is supplied 
solely to the authorities. Still the banks might bear in 
mind the fact that there is nothing like publicity to dispel 
suspicion. They are already respected by the nation for 
their prudence, stability and, above all, for the way in 
which they have survived the crisis. If only they take 
the public into their confidence as far as they can, they 
will cease to be the objective of political and uninstructed 
attacks, and they will be all the freer to get on with what 
is their real job of mobilising and making readily available 
the nation’s supplies of credit. 
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Fixed Trusts 
By Maurice Green 


HE best judge of the utility of a Fixed Trust is, 
presumably, the small investor for whom it is 
intended. And, as that small investor has so far 
put up something like {10,000,000 (over {9,000,000 in 
any case) to be invested in this way, his judgment has 
been fairly unequivocal. ‘“‘ Small investor ’’ is, of course, 
a relative term. The industrial share Fixed Trusts of 
a general type cater for the really small investor, who 
has insufficient resources to make any satisfactory 
“spread ’”’ for himself. There have been some big 
individual buyers (a few of over £10,000’s worth, though 
this is rather inexplicable), but two leading groups 
report average holdings of around £300 and £200 respec- 
tively. In the case of the specialist Fixed Trust, such 
as one holding exclusively gold shares, the “ small 
investor ’’ covers a much bigger class—possibly every- 
body beyond the finance houses and active professionals. 
Broadly, however, they are for the benefit of the small 
investor. And the small investor, evidently, agrees. 

At the moment of writing there are fourteen indi- 
vidual trusts with British domiciles in the field, as 
follows : 

Trust. 
















Managers. Trustees. 





Lloyds Bank. 











Municipal & General 
Securities Co. 


First British .. 












Fixed Trust. 
Commercial 
Trust. 
Gold Producers Fixed 
Trust. 





Fixed 





Gild-Edged 





Gold Producers 











* Preference shares only. 


Second British Ditto Ditto. 

Third British Ditto Ditto. 

Fourth British Ditto a Ditto. 

British Empire “ A’ Fixed Trust Invest- Midland Bank Execu- 
ments. tor & Trustee Co. 

British Empire “ B”’ Ditto - Ditto. 

Commercial .. Commercial Fixed National Provincial 
Trust. Bank. 

First Provincial* First Provincial Midland Bank Execu- 


& Trustee Co. 
National Provincial 
Bank. 
Midland Bank Execu- 
tor & Trustee Co. 
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Trust. Managers. Trustees. 
Investors General .. Investors Specialised Royal Exchange 
Fixed Trust. Assurance. 
National “‘ A ”’ .. National Fixed In- Midland Bank Execu- 
vestment Trust. tor & Trustee Co. 
National “B”’ ‘eg Ditto ... re Ditto. 
Rand Certificates .. Rand Fixed Trust .. Ditto. 


As will be seen, each of these Trusts has a leading 
joint stock bank, insurance company, or bank executor 
and trustee company as its trustee. That we shall 
have no trusts with trustees drawn from outside this 
hallowed circle is a thing devoutly to be hoped. 

The value of the Fixed Trust as an investment 
medium is, in the last resort, a simple matter of addition 
and subtraction. On the one hand, it offers the small 
investor a spreading of his risk over a score or more 
different securities with a sum of money which would 
ordinarily suffice for only one reasonably sized holding. 
And, further, since what he holds is not a share in a 
company but a certificate of part-ownership of Trust 
property, he can always be sure of being able to liquidate 
his holding promptly (there are some minor technical 
complications regarding this point which will be dealt 
with later, but this is true for practical purposes). 
Since the market in most of the investment trust stocks, 
which are the only other avenue for risk-spreading with 
a relatively small amount of money, is very narrow, 
this has been a distinct attraction to small investors. 
Also, the Fixed Trusts are, of course, unburdened by 
any prior charges. On the other side of the account 
we have to put, first, the management charge (usually 
equivalent to about 3 of I per cent. per annum)—this 
requires no further comment. Secondly, there are the 
possible difficulties in administration, which have been 
the subject of much discussion in City circles, and which 
require more extended comment. 

The conclusion usually arrived at is that while these 
administration problems do provide certain limitations 
to the scope of Fixed Trust investment, they are not in 
any way serious so long as the Trusts are soundly run. 
In the first place, no responsible organiser of a Fixed 
Trust is going to put into his portfolio any share which 
does not enjoy a wide and free market and of which there 
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are not reasonably large quantities held by the public. 
The investor would be the first to suffer, because the 
price of such shares would be pushed up unreasonably. 
And in due course it would come to the point where the 
shares could not be bought at any rational price, so 
that the shares would have to be eliminated: and 
neither Managers nor Trustees would wish to be con- 
cerned in eliminations which had to take place for reasons 
like these. 

So far, as the standing of the various Trustees 
witnesses, the Fixed Trust has remained under wholly 
respectable, high-grade auspices. And none of those 
now operating has fallen into the trap of having in its 
portfolio shares which have an inadequate market. It 
is true that from time to time criticisms have been heard 
to the effect that the Fixed Trusts are having an unhealthy 
influence on the prices of the shares which they pur- 
chase. These criticisms are, however, hard to sub- 
stantiate in any material degree. The number of 
individual securities included in the portfolios of the 
ten Trusts of a general type now operating is around 
125, of which about 50, embracing nothing but active 
market leaders, are held by more than one Trust. 
Sampling a couple of individual Trusts at random, we 
find that the average percentage of the total issued 
shares of each individual security which could be held 
by the Trust on completion would be around 1-45 per 
cent. in one case and 1-64 per cent. in the other. The 
biggest individual holdings would represent 3-8 per 
cent. in one case and 8-6 per cent. (Schweppes Deferred) 
in the other. So far as the gold share Trusts are 
concerned the criticisms can, @ priori, scarcely apply. 
They cover most of the leading shares in this field, and 
it is a fair presumption that, in the aggregate, buyers of 
sub-units would in most cases be buying these securities 
directly in any case even if the Trusts did not exist. 
The “spread” offered by the Trusts to the individual 
investor is a very useful instrument, but can hardly 
be wholly responsible for the investors entering the gold 
share field at all. 

Still, although it is not easy to see the present Trusts 
getting into difficulties with any of their securities, it is 
possible that at some later date excessive duplication by 
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additional trusts might render “‘ elimination ’’ necessary. 
An “elimination,” in general, is a very important 
problem for Managers and Trustees alike. In this 
country the faulty American system, by which under 
certain conditions the sale of securities was compulsory, 
has been unexceptionally avoided. (This, of course, 
had appalling results: but, as an incidental matter, it 
is not quite just to criticise the American Fixed Trusts, 
which were the experimental pioneers in this field; and 
the inventors of the improved British form would certainly 
acknowledge a substantial debt to them.) 

There are various circumstances, however, in which 
securities may be “ eliminated ”’ at discretion. They do 
not vary much in essence between one Trust and another, 
and cover something like the following contingencies 
(1) If the company reduces the dividend on the shares 
or looks as if it might be in danger of doing so; (2) Ifa 
Stock Exchange quotation is no longer available, or if 
the market in the shares dries up; (3) If the price of 
the shares goes up to any unreasonable level; (4) If 
there is any other valid reason for eliminating. 

The fourth provision, the “ omnibus” provision, 
does not appear in all the Fixed Trusts. But in the 
majority it does. And it really goes to the root of the 
“elimination’’ problem. It is, clearly, desirable for 
the managers to have as free a hand as possible for 
eliminating securities when it may be desirable. But an 
absolute freedom would be impossible, if only because it 
would theoretically be open to the Managers to eliminate 
the whole Trust in this way at an early date after taking, 
Say, a 20-year service charge. In the later Trusts the 
requisite freedom has been achieved by putting in the 
Trust Deed a provision that the Managers may instruct 
the Trustees to sell for any reason which appears to 
suggest such a course, but that the Managers must 
specify the reason (there is no case in which the reason 
need not be specified). This gives the Trustee the 
necessary ability to challenge any elimination which 
may seem to be without a good and sufficient cause. 
And in every case the Trustee’s decision is really final— 
in the case of one group the Trustee may go so far as to 
dismiss the Managers if he thinks they are bringing the 
Trust into discredit, and the Trustee is his own judge 
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in the matter. Of course, any ultimate insoluble dis- 
agreement would have to be decided by the Courts. 

It should be noted here, however, that the Trustees 
are not in a real sense concerned with the management. 
They are equally, if not more, important—and, indeed, 
at least one leading bank has so far refused to act as 
trustee to a Fixed Trust on the grounds that the investing 
public would attribute to it too much responsibility for 
the trust—but in fact their association with management 
questions is small. Assessing the validity of the grounds 
put forward by the managers for an “ elimination ”’ 
would seem to be their most important connection with 
an issue of management. And of course they have to 
see that the managers comply with the procedure laid 
down by the Trust Deed. It may also be worth men- 
tioning that Lloyds Bank, in the cases where they are 
trustees, keep a portion of the management charge in 
escrow, to be released only in annual instalments, so 
that, if for any reason the managers ceased to act, they 
could remunerate new managers, whom they have the 
power to appoint. Broadly, however, the banks, etc., 
are merely custodian trustees, and their principal duty 
is in the handling of the securities, trust certificates, 
and cash. It is the managers’ business to quote prices, 
to sell the sub-units and to purchase the underlying 
securities which make up a Unit. It is the Trustee’s 
business to issue the sub-unit certificates against the 
deposit with them of the underlying securities, and, 
conversely, to release securities as and when a sufficient 
number of sub-units are returned to them for cancellation. 
The Trustees are also responsible for the collection of 
dividends, etc., on the securities, distribution of income 
to certificate holders on the regular dates, detaching the 
necessary coupons from the certificates on issue, exchang- 
ing certificates into different denominations, etc. In 
the case of one group, which deals only through Stock 
Exchange firms, payment for the sub-units is made 
direct to the Trustee Bank and the Trustee Bank also 
takes delivery of the securities directly and issues the 
certificates directly to the purchasing brokers. In this 
case certificates may be issued against contract notes 
made by brokers approved by the Trustee. In other 
cases procedure cannot be quite so standardised, and 
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practice varies somewhat. One trustee will only issue 
certificates against certified transfers or actual share 
certificates. But these details only concern the adminis- 
trators and are not of practical interest to the investor. 
What matters to him is the broad fact that right from 
the beginning his property is safely in the hands of the 
trustee. 

To revert, we have not so far found any material 
administrative dangers. And, in fact, so long as the 
Trusts remain under good auspices, there is no reason 
why any should exist. It is true that there are two 
developments which have not yet been tested by practice 
and which can be foreseen only in theory. These are 
(r) Liquidation by certificate-holders such as would 
necessitate heavy sales of underlying securities, and 
(2) sale of a security in “ elimination ”’ from the portfolio. 
The first of these two developments has figured rather 
largely in the arguments of critics. But, logically, it 
seems that there is no reason why a certificate holder 
should suffer. If holders of shares are selling, share 
prices will go down. But the interposition of the Fixed 
Trust does not seem to alter this immutable fact for the 
worse. The question of an ‘“‘elimination’”’ is more 
complicated, but probably only looks difficult because 
it is uncertain exactly what course the managers would 
take. They could stop issuing new sub-units for the 
time being: they could include in their quoted prices 
(in some cases at least) the proportionate cash value 
of the security in process of elimination: or they could 
lower the price without vouchsafing further information 
for the time being. Of course, the market would be put 
wise in due course, at the next distribution date at 
latest. On the other hand, the managers in most cases 
are only bound to sell as quickly as they reasonably can, 
and in no case is the time-limit less than six months. As 
previously stated, an “elimination’’ remains to be 


tested; but it does not seem to the writer that it could 
do much, if any, damage. The securities enjoy too 
wide markets for that. 

_ Buying and selling prices are, clearly enough, of 
importance to most holders. The holder has, of course, 
the legal right under the Trust Deed to one selling price, 
which is his interest in the net liquidation value of 
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Trust Property. To buy and sell on this basis after 
holding only a short time would, indeed, involve the 
holder in a sizeable loss, since he has (in the purchase 
price) paid the management charge for anything from 
10 to 21 years. We may imagine an instance in which 
the buying price of the underlying securities constituting 
a Unit represents a price of 25s. for a sub-unit. To get 
the purchase price of the sub-unit, we have to add, say, 
6d. for brokerage and stamp and Is. 3d. for a 20-year 
service charge, making 27s. gd. in all (this includes the 
entire costs of purchase, as the Trust pays commission 
to the purchaser’s broker). The liquidation price, after 
deducting commission and reckoning the average jobber’s 
turn, may be only 24s. 6d. The Managers of the Trust, 
however, will normally make a buying price of their own 
at about gd. or Is. below the purchase price. The buying 
and selling range is thus about 27s. to 27s. gd. This is 
a highly useful and almost indispensable function on the 
part of the Managers, and they seem to be able to con- 
tinue it with unfailing regularity. Indeed, the markets 
in the sub-units have been quite exceptionally good. 

A slight caution is, however, necessary. The Managers 
are able to make this close price because the securities, 
against which Trust certificates are issued, are not bought 
and sold. The Units remain, and only the sub-unit 
certificates change hands (figuratively). If sales by the 
public should heavily exceed purchases by the public 
at any future time, only the liquidation price could be 
obtained. Observant students of the market may have 
observed that in the case of at least one Fixed Trust, 
which is full up, the quotation has been gradually lowered 
to the liquidation level. In these circumstances, the 
quotation (as above) is 24s. 6d.—25s. 3d. instead of 
27s.—27s. 9d. New sub-units will not, the writer 
believes, be issued, and there is consequently no room 
for a change in the price on to a new basis, so that the 
holder is absolutely secure and the new buyer is getting 
a very favourable price. 

Of course, a holder of a certificate is always at liberty 
to find a buyer on his own account if he wants to sell. 

What has been said so far covers the main pros and 
cons of Fixed Trust Investment. And the logical con- 
clusion must be that, though there may be some 
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imperfections in them, they certainly fill a void which 
existed in the investment field hitherto. It has been 
already hinted that there may be dangers in store in the 
future, for the simple reason that at some time Fixed 
Trusts under bad auspices may find a way into the arena. 
The existing Fixed Trusts should not, it seems, be 
embarrassed by them; but they might find certain 
eliminations necessary; and, in any case, it is to be 
hoped that there will not be a crop of bad Trusts which 
will bring discredit to the movement. The remedy is for 
the investor to look at no Fixed Trust which has not a 
trustee of first-class standing. And it can only be hoped 
that the investor is gradually being educated to the 
point where he can appreciate a simple necessity like 
this. 


Industrial v. Commercial Banking 
By Paul Einzig 


HE time-honoured saying that nobody can be 
prophet in his own country holds good not only 
for individuals, but also for institutions and 
systems. If there is one system which deserves to be 
admired for the way it has stood the test of the world 
economic crisis, it is the British banking system. The 
stability and strength it displayed throughout these 
difficult years was an achievement in accordance with 
the best traditions of British finance. Undoubtedly, 
British banks receive their due share of praise and 
admiration—abroad. The whole world regards them as 
models of sound banking, and holds them up as examples 
to banks of other countries. It is only in this country 
that they have been made subject to endless attacks, 
abuse, and threats of nationalisation. They have become 
the target of currency cranks, and also of demagogues. 
What is worse, they are subject to incessant criticism 
on the part of disgruntled industrialists, on the ground 
that they have not given industries adequate financial 
support. It is pointed out that, while in Germany and 
other Continental countries, the banks have been 
responsible for the creation and development of powerful 
industries, in this country banks are starving industries. 
c 
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Thus, while foreign countries envy us for our banking 
system, a large and influential section of the British 
public view the Continental system of industrial banking 
with envious eyes. If they were to take the trouble to 
study conditions abroad more closely they would learn 
to appreciate the merits of the British banking system. 
It is not without reason that country after country on 
the Continent has decided to divorce their industry from 
their banking system, and to confine the activities of the 
latter to pure commercial banking. Having learnt at 
their own expense the disadvantages of immobilising 
commercial banks in industrial finance, they prefer to 
follow the British example. In several countries, the 
banks have been, or are being, relieved of their industrial 
assets, and steps are taken to prevent them from ever 
becoming again involved in industrial finance. 

This does not mean, however, that industries in those 
countries will be left to take care of themselves in future, 
and to finance themselves the best way they can. The 
necessity of organisations to supply industries with funds 
is realised everywhere. But while in Great Britain the 
would-be reformers would like to force the commercial 
banks to take charge of industrial finance,on the Continent 
it is realised that independent organisations are required 
for that purpose. It is also realised that, in the absence 
of adequate private resources, it is the Government’s duty 
to enable the new organisations to supply industries with 
funds. In many countries institutions for industrial 
finance have been or are being established, either with a 
capital supplied by the Government, or witha Government 
guarantee for bond issues. 

It is, indeed, the Government’s task to provide the 
means for the types of transactions which, however useful 
and necessary, are outside the scope of the banking 
system. This solution is to be preferred to the compromise 
advocated in Great Britain, by which an institution for 
industrial financing would be established under the 
auspices of the joint-stock banks. If the joint-stock banks 
themselves prefer to keep aloof from long-term industrial 
financing, it is hardly consistent that an institution 
controlled by those very same banks should be placed in 
charge of such operations. If the capital of that institution 
is provided by the joint-stock banks, and if the latter 
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are legally or morally responsible for its commitments, 
they may as well carry out the transactions themselves. 
If there are valid reasons why the joint-stock banks should 
confine themselves to commercial banking activity, the 
same reasons hold good also against their participation 
in a financial institution engaged in industrial banking. 

Those who urge our joint stock banks to embark, 
directly or through the intermediary of a company under 
their joint control, upon long-term industrial financing 
on a large scale should learn by the disastrous experience 
of foreign countries. Such long-term financing is necessary 
and desirable, but it is a task for which private initiative 
and resources should be supplemented by the Government. 


The Building Society Outlook 


By Hargreaves Parkinson, B.Com. 
OO: March 2nd, Sir Walter Layton, Editor of The 


Economist, at a luncheon of the National Associa- 
_ tion of Building Societies, threw a number of 
bombshells among his audience with an air of disarming 
kindliness. Sir Walter complimented the building socie- 
ties on their leading part in the finance of house building 
in the last decade-and-a-half, their encouragement of 
thrift, and their contribution, through house ownership, 
to a stable national polity. When his hearers, however, 
were comfortably settling themselves for further merited 
compliments, Sir Walter proceeded to inform them that 
their interest basis was high, their economic position 
anomalous and their legal status in need of re-definition. 
The speech, which made a considerable impression, was 
in no sense an attack on a movement whose position 
in the British economic firmament is assured, but a 
warning that the societies had reached a major crisis 
in their evolution and must shortly make decisions 
affecting their development for many years ahead. 
The history of the meteoric post-war growth of the 
Movement is familiar to most students of finance. In 
the decade to 1913, the average annual amount advanced 
on mortgage by all the Building Societies of Great 
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Britain together, was only a little over {9 millions, and 
the average increase in the balance due on mortgage 
(after deducting repayments), little more than {1 
million. Between 1921 and 1931, the total of new 
advances made in a single year, rose in round figures 
from {£19} millions to {90} millions, the balance out- 
standing on mortgage from £754 millions to £360 millions, 
and the total assets of all building societies from {95} 
millions to £419 millions. In 1932 the first signs of 
slowing down coincided with the régime of lower interest 
rates initiated by the British Government’s conversion 
of War Loan from a 5 per cent. to a 34 per cent. basis. 
The total outstanding mortgages increased to £388 
millions, and the total assets to £469 millions, but the 
total of new advances made during the year declined to 
£82 millions. 

The falling-off in new mortgage business was due, 
in fact, to conditions outside the societies’ own control. 
They had more money to lend, but could not find credit- 
worthy borrowers to take the whole, for reasons to which 
the movements of The Economist's Index of Building 
Activity give a clue. This Index (which is based on 
building plans passed by 166 local authorities, corrected 
for seasonal variations and changes in building material 
prices), rose by 41} per cent. between 1924 and 1930, 
declined by 12} per cent. in 1931, and showed only a 
small recovery in 1932. Last year, however, the Index 
jumped by 30 per cent. to a new high “record.” It 
was scarcely surprising, therefore, that the figures of 74 
Building Societies, holding approximately 71 per cent. 
of the assets of the whole Movement, advanced as much 
as {71,238,000 on mortgage in 1933, against £55,973,000 
in 1932—an increase of 27 per cent. The “ recovery” 
has continued unchecked up to the time of writing. 

Forward-looking observers, however, both inside and 
outside the Movement, are aware that the societies 
cannot base their long-term policy on the results of an 
abnormal phase whose activity is due in part to the 
overhauling of arrears accumulated during economic 
depression. Broadly, the societies have built up an 
admirable organisation for tapping an appreciable part 
of the national savings, and investing the proceeds in a 
somewhat specialised part of the total new building field— 
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that is to say, in dwelling-houses for lower-middle class 
occupier-ownership. Their activities have been of minor 
importance as regards the finance of “ commercial” 
properties, the larger types of residential properties and, 
particularly, of smaller working-class dwellings capable 
of being let at low rentals to tenants who cannot afford 
to buy. An admitted shortage of the last type, which 
fifteen years of extensive and expensive local effort 
have done little to rectify, is one of the major social 
problems of the day. 

Can the Building Societies, faced with the possible 
“saturation’’ of the market for new owner-occupier 
mortgages, switch their unrivalled organisation to the 
financing of blocks of small dwellings, costing no more 
than say, £350 each, and capable of being let at Ios. a 
week or less? It must be confessed that the experience 
of 1933 gives no reassuring answer. In 1932, the National 
Association of Building Societies appointed a committee, 
whose recommendations were subsequently incorporated, 
almost en bloc, in the legislation embodying the National 
Government’s housing policy. Under these arrange- 
ments, private builders of such types of property may 
receive advances from Building Societies up to go per cent. 
of the value of the houses built. In case of default, a 
specified share of the total loss attributable to the 
society’s having lent beyond its customary figure of about 
70 per cent. will, in effect, be shared between the society, 
the local authority and the Treasury. It is only a 
slight exaggeration to say that the Government has 
deliberately left with private builders and Building 
Societies the task of providing the small houses which 
the working-class population so urgently needs, in order 
that the efforts of local authorities may be concentrated 
on the special problem of slum clearance. 

The new arrangements have been in force for nearly a 
year. The total new advances effected under its egis 
have been disappointingly small. It may be necessary 
to make allowance for administrative caution in the early 
days of a new system, when experience is being gained 
and precedents laid down. Already, however, there is 
a widespread apprehension that if the shortage of small 
houses is to be remedied by this method alone, the 
process may be indefinitely protracted. 





7" THE BANKER 


Some societies, not unwisely, may be reluctant to 
undertake heavy responsibilities under arrangements 
regarding whose original expediency the Movement 
was not completely united. There is strong pre- 
sumptive evidence, however, for the view that the roots 
of the comparative failure of the new arrangements, so 
far, go deeper, and are inherent in the nature and 
organisation of the building society movement itself. 
The Societies have been accustomed both to give and to 
receive relatively high interest rates. Even to-day 
5 per cent. is the general rate for new advances, while 
34 per cent. to 4 per cent. (clear of income tax) is offered 
to shareholders and 3 to 34 per cent. (clear of tax) to 
depositors. The customary rate for advances under the 
new plan is, broadly, 1 per cent. below the normal, i.e. 
around 4 per cent. Such a figure, under existing condi- 
tions, gives the societies little inducement to go out of 
their way to “ push” the new facilities. But every 
additional I per cent. on the mortgage rate is equivalent 
to an increase of Is. 4d. per week in the rent of a house 
built for £350. That, from the prospective tenant’s point 
of view, is a crucially important consideration. 

Can the Building Societies redress the balance by 
reducing their rates to investors? To the average income 
taxpayer, the return on money placed with a building 
society is still I per cent. or more higher than the net 
yield on any investment of approximately equal status 
on the Stock Exchange. The risk of capital depreciation 
is eliminated, and the depositor or shareholder is entitled 
to the return of his money on short notice. For some 
time, indeed, many Societies have chosen to impose more 
or less stringent limitations on the amount of new invest- 
ment, to protect themselves from a flood of unwanted 
“bad money.” To the criticism that this anomalous 
state of affairs could be remedied by a reduction of share 
and deposit rates to a contemporary economic level 
(a decision which, in turn, would facilitate the making 
of increased advances on small properties), the Societies 
reply, in effect, that such a step would involve the danger 
of substantial withdrawals of existing shares and deposits 
by investors not subject to income tax. Most building 
society managers, indeed, would strongly maintain that, 
under present conditions, they are bound to regard the 
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retention of funds already invested as a more urgent duty 
than that of attracting new resources. 

This bodes ill for any early expansion in small pro- 
perty advances. Responsibility for a state of affairs 
which threatens the success of the Government’s housing 
policy, under private enterprise, must lie at the door 
not of individual societies, but of the system under which 
the Movement functions. A Building Society, in law, 
is a species of co-operative society. It must needs 
“ borrow short,” since its “ capital,’ unlike that of a 
limited company, is withdrawable, at “ par,” on short 
notice. Simultaneously, it must “lend long,” for the 
maximum legal life of the average owner-occupier 
mortgage is fifteen to twenty years, while the “ small 
property’ mortgage, under the new arrangements, 
may run from twenty-five to thirty-five years. 

It may be strongly suggested that the “ co-operative 
society’ form of organisation, though possibly well 
suited to a period when most Building Societies were 
small local bodies, ploughing a lonely furrow, has become 
dangerously inappropriate to-day, when many societies 
are virtually nation-wide mortgage banks, with a highly 
ramified branch system. 

The societies, the Government, and the nation 
itself must frankly face the question whether the success 
of national housing policy, as at present defined, does not 
postulate a drastic change in the building society law. 
It may be necessary to approximate the status of the 
societies to that of limited liability companies, whose 
capital, though transferable through the machinery of 
the Stock Exchange, is not repayable so long as a com- 
pany remains a going concern. Under such a régime 
alone, it may be suggested, will the societies be free to 
adjust their rates and charges with reference only to 
contemporary conditions of supply and demand. Under 
it alone will they enjoy the complete security necessary 
for the optimum employment of their unrivalled resources 
and experience in the national interest. 
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Work for the Indian Reserve Bank 
By R. S. Sayers 


N view of the arrangement that the new Reserve Bank 
I must be successfully established in business before 

responsibility at the Centre can be extended to 
Finance in the new Indian Constitution, we may expect 
that there will be no delay in opening the Bank, now 
that the Bill has passed the Legislature. The purpose 
of the present article is to discuss the peculiarities of the 
task which the Bank must face. 

The fundamental task of a Central Bank has tradition- 
ally been the control of the banking system in the interests 
of the general monetary policy established by the State. 
If the Indian Reserve Bank is to be anything more than a 
transformed Controller of Currency, if, that is, the 
Reserve Bank is to do anything more than the Govern- 
ment has done in its management of the Rupee currency 
for many years, it must, like other Central Banks, aim 
at controlling the entire banking system. Development 
of such control in India can be achieved only by over- 
coming one serious preliminary difficulty—the absence 
of system in India’s money markets to-day. The 
Indian money markets consist of a variety of institutions 
which are mutually antagonistic rather than members 
of a single organism. The Imperial Bank and the 
Exchange Banks, the Indian Joint-Stock Banks and the 
“Indigenous Bankers”? are not welded into a single 
system. The existence of two short-term rates of 
interest—the Imperial Bank’s hundi rate and the Bazaar 
Rate—which do not move together is sufficient evidence 
of the lack of unity. The first task of the Reserve Bank 
must be to weld into a system these conflicting elements 
of the Indian money markets. 

This process of unification might be carried out in 
either of two ways. The Reserve Bank could, with the 
aid of the Legislature, suppress the smaller institutions— 
the indigenous bankers and the smaller Indian joint-stock 
banks—the remaining institutions being forced into a 
close system of member banks and encouraged to spread 
branches over the country. Or the existing institutions 
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might be brought into harmonious and constant relations 
with each other, by the development of common banking 
instruments, systems of rediscounting and redepositing 
and so forth. The former alternative must be dismissed. 
The closing of all but the largest institutions would create 
a gap in Indian banking facilities over large tracts of 
country which could not be covered in a short time by 
branches of joint-stock banks. The latter have neither 
the capital nor the requisite management ability at their 
command. Nor would Indian opinion suffer such a 
severe blow at the development of banking facilities, so 
dearly prized as the essential preliminary to general 
economic development. The efforts of the Reserve 
Bank must be directed to the inclusion in a single system 
of all the heterogeneous elements already existing. None 
of the scanty material must be thrown aside. 

To achieve this end of guiding the diverse bankers 
of India into a single system the encouragement of re- 
discounting is vital. The conditions which have checked 
the natural development of rediscounting must be re- 
moved. Of these conditions the scarcity of the hundi 
(the Indian bill of exchange) is perhaps the first to be 
assailed. Unfortunately the evidence points to a decided 
decline in the amount of hundis during the last twenty 
years. This decline has in the present depression gone 
so far that the Government was obliged in 1932 to make 
the seasonal expansion of the note issue against deposits 
of Government securities instead of against hundis as the 
arrangement of 1923 provided. Everything possible 
must be done to reverse this trend. Stamp duties on 
hundis should be reduced to a very low minimum and 
banks should undertake acceptance business. In addi- 
tion, it is suggested that the Reserve Bank should at 
the outset fix a bill rate much lower than its lowest rate 
for advances secured by Government bonds. But the 
scarcity of hundis is not the only obstacle to the develop- 
ment of extensive rediscounting. There is definite evi- 
dence that, apart from the lack of contact between 
banks which might otherwise do business of this kind, 
Indian banking opinion is apt to interpret rediscounting 
by a bank as a sign of weakness in that bank. To 
overcome this sentiment must be one of the first of the 
many educational tasks of the Reserve Bank. Rates 
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for rediscounting must be made very low and the Reserve 

3ank should do its best to induce those banks which 
are known to be among the strongest to indulge in the 
practice. When at last a decided improvement in 
Indian trade comes, the authorities should try to provide 
the increased credit which will be required largely by 
rediscounting hundis. If the opportunity of a period 
of prosperity is taken, rediscounting might become 
common enough for the present Indian sentiment against 
it to be eradicated once for all. At the same time, the 
authorities will have to beware of unduly lavish re- 
discounting such as would provoke a wild speculative 
boom which could easily set back the unifying of India’s 
banking system for a generation. Banking leadership 
of the highest quality is called for, if both the Scylla of 
unduly cautious rediscounting—which might imply no 
improvement on the present state—and the Charybdis 
of excessive expansion are to be avoided. 

When the existing sentiment against rediscounting 
is considered in conjunction with the lack of sympathy 
between the European and the indigenous elements in 
Indian banking, it becomes apparent that the Reserve 
Bank could do much by establishing branches of its own 
in parts where rediscounting is most uncommon. The 
Imperial Bank at present does rediscounting at its own 
branches, and under the new scheme the Imperial Bank 
may be the agent of the Reserve Bank where the latter 
has no branch. From some points of view it would 
be preferable for the Reserve Bank to take over the 
Imperial Bank branches, unless the latter derive from their 
agency position some of the greater attractiveness to 
Indians which the Reserve Bank will probably derive 
from the nationalistic traits of its constitution. Certainly 
the Reserve Bank by an extensive branch and agency 
system should do its best to provide rediscounting 
throughout the country. 

If the resistance to rediscounting can be overcome 
and the banks take up acceptance business, the period 
of reviving trade may, in the absence of heavy Stamp 
Duties, see a welcome growth in the negotiable short- 
term instruments which are generally considered essential 
for traditional Central Bank operation. And what is 
from one point of view more directly important to 
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India, the establishment of the Reserve Bank may be the 
forerunner of the consolidation of the diverse elements 
of Indian banking into a single system of correspondent 
banks centred in the last analysis round the rediscounting 
Reserve Bank. The unification of India’s money markets 
along these lines would probably be a healthy pre- 
liminary to a more directly centralised system of branch 
banking comparable to that of the Dominions. 


Canadian Banks at the Opening 
of 1934 


By a Correspondent 


N no previous occasion in the sixty years of national 
() self-dependence of Canadian banking has its 

multiplicity of interest been so plainly brought 
before the public as to-day. A brief survey of the 
numerous activities and the points of contact in this 
oversea Dominion proves the old dictum of Gilbart that 
the science of banking demands a broad concept of life 
and an amplitude in mental outlook. 

The annual reports of the Canadian chartered banks, 
whose financial years, with one exception, fall between 
November 30 and January 31, cover events and move- 
ments lying far beyond the pale of the Dominion and go 
far outside what at first sight might be considered the 
strict field of economic consequence to bankers and their 
clientele. 

Even a casual glance shows that affairs in remote 
Soviet Russia, South Africa and Australasia are touched 
on. A closer perusal proves that almost anything con- 
tributing to affect Canadian business—the League of 
Nations, the theory and practice (and malpractice) of 
gold and bimetallic standards, currency stabilisation, the 
interplay of world-wide foreign exchange, the mental 
hazard of nationalistic psychologies, as well as erratic 
expenditures of governments and the puzzle of unbal- 
anced budgets, national and personal—is in some degree 
brought under contribution. 

All the larger banks publish their annual reports, 
unabridged, as advertisements in the daily papers of 
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Montreal, Toronto, Winnipeg, and Vancouver, and in the 
financial journals. The average length of the addresses 
by presidents and general managers is three to four 
newspaper columns. Much can be said in that space. 
Canadian readers pay a good deal of attention to what is 
stated in these reports. For many of the general public 
they form the only economic surveys to be read with 
understanding. Naturally, this year the proposal to 
establish a Central Bank for Canada is given much 
prominence. On the whole, bankers reaffirm their state- 
ment that it is not needed in the present state of the 
country and they point out that the withdrawal of note- 
issuing privileges from existing commercial banks under 
the proposal will deprive them of a valuable source of 
revenue which they may have to recoup by diminishing 
the present banking services both to small depositors 
and especially in the remoter parts of the Dominion. 
The proposals of the Royal Commission have already 
been given in THE BANKER. Those touching rural 
credits are the subject of varying comment in such 
clear terms as those who only read as they run may not 
fail to comprehend. 

A feature that will interest banker readers elsewhere 
in the Empire is that the altered status of Newfoundland 
is mentioned in at least two of the annual reports. The 
point has more than academic value. The inclusion of 
Newfoundland in the Canadian Confederation has been 
a pending possibility ever since 1867, when a “ vacant 
chair’ was left for the Oldest Colony should she ever 
wish to take it. To-day’s interest is more direct. New- 
foundland has nothing but a savings bank of its own, and 
two of the Canadian banks are chiefly responsible for 
monetary facilities. The Bank of Montreal has five 
branches there, the Bank of Nova Scotia twelve, the 
Royal Bank five, and the Canadian Bank of Commerce 
two, with one also at that last lone outpost of former 
French domination in North America, the rocky islets 
of St. Pierre and Miquelon. Incidentally, the Amulree 
Commission in Newfoundland was recently suggested by 
a provincial Premier as a model for the investigation of 
conditions in the four western Canadian provinces. 

Within Canada, the annual reports make it amply 
clear that 1933 was the year of keenest adjustment to 
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changing economic conditions that the banks have 
undergone. Owing chiefly to the incidence of American 
affairs, the full economic depression did not “ hit Canada ” 
—to use the homely phrase of the country—until late 
in 1932 and the beginning of 1933. Far-reaching re- 
adjustments had to be made. At the end of April reduc- 
tions in dividend rates were announced by four banks 
(the bonuses had been suspended two years earlier). 
On May 1 the interest rate on deposits was reduced to 
24 per cent. In the early autumn, partly owing to 
rumour of the anticipated effects of a central bank, the 
stock of several banks was subjected to a major disloca- 
tion and a marked decline was noted that was not 
recovered until the first fortnight of 1934. The matter is 
dealt with below. 

Naturally in such circumstances, there was a marked 
contraction of commercial loans in the year. Other 
avenues for bank surpluses had to be sought. With the 
peculiar dependence of Canada on American finance, 
most unstable during the period, these had chiefly to be 
found within Canada. In every case there was an effort 
to increase the percentage of liquid assets. That meant 
almost unavoidably an increase in Dominion Government 
securities, and additions to the portfolios of Provincial 
Government and municipal bonds. The greater liquidity 
helped to increase public confidence in the chartered 
banks, whatever a more technical interpretation may have 
been, and this, in turn, “‘ snowballed’’’ and led to more 
spending, with a general improvement in circulation. 

The greater liquidity was stressed in almost all the 
reports. That of the general manager of the Canadian 
Bank of Commerce (Mr. S. H. Logan) stated :-— 

“Increased holdings of Government securities are now a 
prominent feature of the financial statements of banks through- 
out the world. This is accounted for by the decline, owing to the 
depression, in the volume of commercial and other loans. . . . 
Our Canadian municipal, and British, foreign, and colonial 
securities have risen from $25 millions to $39 millions. About 
$20 million of these consist of very short-term obligations of the 
British and United States Governments.” 

Bank of Toronto, manager’s report (Mr. H. B. 
Henwood) :— 

“Lack of demand for commercial loans necessitates the 
investment of our funds in securities; 97 per cent. of these 
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holdings consist of Government and municipal bonds of short 
maturities.”’ 


Imperial Bank, manager’s report (Mr. A. E. Phipps) :— 

‘Total investments in Dominion, Provincial and municipal 

and other bonds $29,224,500, approximately $3,750,000 more 
than last year.” 


Royal Bank, manager’s report (Mr. M. W. Wilson) :— 


‘“‘ Dominion and Provincial bonds increased from $89,448,000 
to $106,850,000 ; other securities little change.” 


Bank of Montreal, joint manager’s report (Mr. Jackson 
Dodds, who is also this year’s President of the Canadian 
Bankers’ Association) :— 

““Dominion and Provincial Government securities are up 
$61 million. . . . Canadian municipal securities and British, 
foreign and colonial (other than Canadian) are down $14 millions.”’ 


The Dominion Bank has $334 millions in Government 
securities, an increase of almost $4 millions in the year. 
The increase in these items ot investment in the past 
three and a half years, what may be termed the depres- 
sion period in Canada, for all the chartered banks, is 
shown below :— 
Canadian Canadian Municipal, and 
Government British and foreign 
Securities. public securities. 
(in $ millions) 
July, 1930... oe saa 293 I0I*3 
December, 1931 as a 477°9 154°1 
December, 1932 cs ‘i 562-3 166-9 
November, 1933 sei is 649°7 159 


The following table shows the change in the liquid 
position, quick assets to total liabilities, for 1932 and 1933, 
with total assets to the nearest million dollars :— 

Bank. Assets. Percentage liquid. 
1932 1933 

Montreal ua wi .» $769 63°5 71-0 

Toronto es ins wa 60-0 62°5 

Commerce .... on . om 58-0 

Royal ... ina oe i. 2 55°7 

Dominion __... wis ww 2a 55°8 

Nationale... me —- 2 64°5 

Imperial 134 58-1 


Four of the banks, at least, announced specific 
appropriations for the purpose of strengthening their 
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inner reserves during the year—an action which is said 
not to have taken place by any bank now operating in 
Canada for over twelve years. The chief was the transfer 
of $15 millions by the Royal Bank to a special contingency 
account, which the president, Sir Herbert S. Holt, 
described as a “‘ prudent and conservative measure.”’ He 
added that such adjustments had been made in recent 
vears by leading banks in England and elsewhere. The 
Bank of Commerce similarly transferred $10 millions, and 
the Banque Nationale and the Dominion Bank placed $2 
millions each to special reserve. 

Bank clearings during 1933, at around $15,000 
millions, have shown a steady improvement since April. 
Bank debits, considered a better barometer of general 
trade, made an advance of Ig per cent. up to the end of 
October, but thereafter the advance was slower. At the 
end of November the total had risen to $29,574 millions, 
as against $26,398 millions in 1932. 

Earnings of Canadian banks over the past ten years, 
as given to the Royal Commission under Lord Macmillan, 
have yielded net annual profits of 6-36 per cent., and the 
dividends actually paid in that period average 5-93 per 
cent. of shareholders’ investment. In 1933, the return 
was estimated to be much below that average. Mr. 
Logan, of the Bank of Commerce, thought 4 per cent. 
would be a fair estimate for all banks. Net profits of 
banks, as reported in the official returns of the Minister 
of Finance, for the “ peak’’ year, 1929, and three past 
years, are as follow :— 

Net Profits of Canadian Banks. 
(000 omitted) 
Bank. 1929 1931 1932 1933 


Montreal — .++97,071 $5,386 $4,664 $4,005 
Nova Scotia ee 02, 29OR 2,580 2,303 2,036 
Toronto ons +» 1,453 1,169 1,044 1,038 
Commerce ou ... 5,066 4,775 4,279 3,649 
Royal ... “as sn, Sn 5,468 4,862 3,902 
Dominion on —" 1,322 1,180 1,329 
Nationale i w+. 1,503 1,002 972 970 
Imperial af s«« 2,502 1,329 1,205 1,204 


La Banque Provinciale, operating chiefly in French 
Canada, has an annual profit of about half a million. 
Barclays Bank (Canada) has not reported profits so far. 
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The dividend rates for the banks in 1929 and 1933 were : 
Nova Scotia, 16 and 12; Montreal and Royal, 14 and 8; 
Commerce, 13 and 8; Imperial, Dominion, and Toronto, 
13 and 10; Nationale, unchanged, Io per cent. 

The fluctuation in bank stocks was marked in 1933, 
though the recovery was rapid, as much as 35 points in a 
fortnight in the case of one bank, in January of this year. 
The low point of all bank stock was apparently reached 
in April last. Just before the New York Stock Market 
break of 1929 the average yield of eight chartered banks 
in the Dominion was 4:65 per cent. The following table, 
prepared from published data of the Montreal and 
Toronto Stock Exchanges and the Minister of Finance as 
of November 30 last, shows the share-price movements 
(par value in all cases $100), yield, etc., in 1933 :— 

Capital Reserve Last Market Estimated 
Bank. paid up fund dividend. Quota- yield. 
(in $ millions) tions. 

’ High Low 
Montreal ... - 36 38 221 150 
Nova Scotia os 2 24 285 228 
Toronto... “ai 6 9 215 I5I 
Commerce ... mae 20 176 119 
Royal va «< 38 20 183 123 
Dominion ... a 7 9 175 124 
Nationale ... i 5 155 127 
Imperial ... an 8 185 123 


The marked difference between the high and low 
prices of the year is very noticeable. 


American Banking 


By a Correspondent 


HE completion of one year under the Roosevelt 

| dispensation was naturally the occasion early 

in March for attempts to draw some conclusions 

out of the confusing succession of events that has taken 

place since the closing of all banks in the country on 

March 4, 1933, the day when Mr. Roosevelt took the oath 
of office. 
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The physical improvement in the banking situation 
that has occurred in that period is little short of phe- 
nomenal, but the bankers are not happy. The condition 
of banks which were licensed to reopen immediately 
after the holiday has been greatly strengthened by the 
return flow of hoarded money, the rise in prices, par- 
ticularly security prices, the expansion of deposits 
growing out of the enormous expenditures of the Govern- 
ment, and the injection of upwards of $1,000,000,000 
of new capital supplied by the Government into the 
banking structure. 

Enormous strides have been made in liquidating 
or reorganising banks which remained closed or restricted 
following the holiday. By the close of business on 
February 28 last, the number of unlicensed national 
banks in the United States had been reduced to 280, 
contrasted with 1,446 on March 16, 1933. Furthermore, 
over 80 per cent. of the institutions still unlicensed had 
received approved reorganisation plans which will make 
possible their reopening at an early date. The situation 
with respect to unlicensed state banks, while not quite as 
favourable, was comparable. 

The setting up at the beginning of this year of a system 
of Federal Deposit Insurance has completely allayed public 
fear of the banks and paved the way for a more liberal 
and profitable mode of banking operations than had been 
possible when fear of runs by depositors dominated the 
minds of the bankers. 

Legislation enacted by the present Administration 
has relieved the banks of the obligation to pay interest 
upon demand deposits and has limited the interest 
payments on time deposits. It has protected the banks 
from many abuses arising chiefly out of unrestricted 
competition, and has laid the groundwork for unification 
and strengthening of the banking system under the 
authority of the Federal Reserve Board. The efforts of 
the Administration to advance prices and to stimulate 
business have brought to the banks substantial recoveries 
in the value of their assets and the financial assistance 
extended by the Reconstruction Finance Corporation 
has enabled them to write down losses and to return 
to a system of honest book-keeping which had been 
hopelessly impractical in the dark days of a year ago. 


D 
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Even the Senatorial investigations, humiliating as they 
were to bankers as a class, have done some good by 
eliminating from the banking system certain aggressive 
and often ruthless leaders whose activities had in the 
past set the pace for their competitors as well as for their 
own institutions. 

The devaluation of the dollar, much as it was opposed 
in Wall Street, has made possible recoveries by the banks 
upon foreign commitments which they had scarcely 
dared to hope for a year ago. More recently, the offer 
of the Treasury to purchase at $35 an ounce gold im- 
ported from abroad has made available to the larger 
banks a handsome profit in exchange arbitrage. 

Nevertheless, the bankers are not happy. The threat 
of socialisation appears to many of them to loom larger 
to-day than it did a year ago when the entire banking 
system was prostrate and the President was opening his 
term with a promise to drive the money changers from 
the temple. It is not a question of sudden seizure of the 
banks by the Government that troubles the bankers, but 
the continued indications that the Government is under- 
mining point by point the structure upon which private 
banking operations have rested in the past, while at the 
same time it is itself assuming more and more of the 
functions previously performed by the banks and is 
making the banking community more and more dependent 
upon the Government. An important piece of proposed 
legislation bearing upon this situation was the Fletcher- 
Rayburn Stock Exchange Regulation Bill introduced 
in the Senate and House early in February. The Bill 
is ostensibly concerned with preventing abuses in the 
securities markets which have been disclosed in the 
course of the investigation conducted by the Senate, 
Banking and Currency Committee. Yet it deeply affects 
the banks. In the first place it imposes rigid restrictions 
upon the amount which may be lent by a bank against 
stock exchange collateral, the limit for practical purposes 
under present conditions being 40 per cent. of the current 
market value. In the second place the Bill gives to mem- 
ber banks of the Federal Reserve System the exclusive 
privilege of making loans against securities listed on a 
registered stock exchange, and finally, in a number 
of minor points it restricts the lending, investing and 
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other activities of banks where they touch upon the 
securities market. This Bill will unquestionably be 
radically changed before enactment, but it is evident 
from the attitude of the legislators as displayed at recent 
hearings that the measure will be drastic in its final form. 

President Roosevelt has not directly espoused the 
legislation, but he has indicated strongly that he desires 
regulation of stock exchanges to be enacted at this session, 
and at least by implication has shown sympathy for the 
existing Bill. The provision which debars banks outside 
the Federal Reserve System from making loans against 
stock exchange collateral and which would in effect 
prevent them from making almost any kind of security 
loans, is simply another of a series of moves already 
enacted or proposed which are intended to make impossible 
the existence of independent banks outside the field of 
Federal regulation. 

It is typical of the present frame of mind of the 
bankers that although without exception they privately 
declare the measure to be disastrous and unfeasible, 
not one of them has ventured publicly to criticise it. 
Their argument is that under present circumstances for 
a banker to oppose anything is calculated to make 
Congress and the public convinced that it is desirable. 
There is a good deal of weight in this argument, although 
it is doubtful whether the bankers improve their position 
by remaining silent. Certainly in some quarters their 
failure to defend themselves against attack is accepted 
as proof of guilt. Public criticism against bankers 
continues to be commonplace, and it is still a frequent 
occurrence for Administration leaders to accuse the 
bankers of holding back recovery by restricting needed 
credits and by secretly inciting industry to resist the 
conditions of the National Recovery programme. 

Whatever justice there may be in the reiterated charge 
that bankers are failing to extend credit, the statistics 
show that banking credit certainly is not being expanded 
along commercial lines. The principal activity of the 
banks for many months has been the purchase of Govern- 
ment securities, and whatever expansion of bank credit 
has taken place may be traced directly to the effect of 
large purchases of Government securities by the banks 
and consequent expansion of deposits as this money is 
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disbursed. Meanwhile, the burden of financing industry 
has continued to be borne by the Reconstruction Finance 
Corporation, which had advanced over $4,500,000,000 
in the two years of its existence up to January 31, 1934, 
approximately one quarter of which had been repaid. 
The financing of agriculture had been carried on by the 
various agricultural administration and credit organisa- 
tions set up by the Roosevelt Government in the early 
days of its administration. 

Not content with these Government lending agencies, 
the Administration has lately drawn up plans for new 
instrumentalities to perform the functions which ought 
ordinarily to be carried out by commercial banks. The 
first of these agencies is a bank to finance trade with 
Soviet Russia. It has been organised with $11,000,000 
capital, all of which has been supplied by the Government, 
and will be able to draw upon the R.F.C. for additional 
funds. Two other banks of like character are projected. 
One is to promote trade with Cuba, and another is to 
finance the export-import trade with other parts of 
the world. 

The latest proposal calls for the setting up of a system 
of intermediate industrial credit banks located in the 
twelve Federal Reserve Banks and their branches and 
designed to supply credit on an intermediate basis 
running up to loans of five years’ duration to the capital 
goods industries. This project, which has been endorsed 
by the Federal Reserve Board and the Governors of the 
Federal Reserve Banks, and which appears likely to 
be put into execution very shortly, strikes directly at the 
banks. The so-called capital goods industries have been 
the most recalcitrant group with which the Government 
has had to deal in imposing the shorter hours higher pay 
programme of the N.R.A. The resistance of these 
industries to the N.R.A. has been predicated upon the 
contention that they were unable to secure adequate 
credit facilities from the banks and therefore unable to 
finance operations on a scale which would make possible 
compliance with the N.R.A. In undertaking to establish 
its own banking system to meet the requirements of the 
capital goods industries, the Government may have 
primarily in mind its desire to eliminate any excuse for 
failure to comply with the National Recovery Act, 
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but it is extending in an important way the precedent 
established by the R.F.C. of taking over banking functions 
which the private banks for one reason or another have 
failed to perform. This action will inevitably weaken the 
position of the bankers in attempting to secure modifi- 
cation of the Securities Act and of certain sections of the 
Banking Act of 1933. In effect, a bankers’ strike has 
been going on and there were high hopes in Wall 
Street that the Government would soon weaken and 
modify the more obnoxious provisions of these two 
measures as the price of securing the reopening of the 
capital market. The Government has indicated some 
sympathy with portions of the criticism directed against 
the Securities Act, but the plan for establishing the 
intermediate industrial credit banks may mean that 
instead of consenting to restore conditions under which 
the bankers are willing to function, the Government is 
prepared to turn banker itself. 

Developments of this character lend a degree of alarm 
to the repeated demands of the demagogic Father 
Coughlin, of Detroit, and of certain Congressmen for the 
assumption by the Government of complete control 
over and responsibility for the management of credit 
as well as that of the currency. 

The position of the bankers has not been rendered more 
comfortable by their own contacts with N.R.A. It will 
be recalled that the bankers, after having first protested 
that they did not consider themselves subject to the 
National Recovery Act, prepared last autumn a code of 
fair practice under the N.R.A. which was signed by the 
President in October. Pursuant to a paragraph thought- 
fully inserted in this code to the effect that henceforth 
no banking services should be rendered free, the banks 
of the country, acting through local clearing houses or 
associations, prepared last December codes of uniform 
regulations governing hours of operation, schedules of 
interest payments, and minimum service charges applic- 
able to every type of service performed by banks. 

In drawing up this code the banks of New York City 
saw an opportunity to secure certain objectives. The 
smaller banks of the community desired an agreement 
for stiff service charges to be levied against small checking 
accounts. The larger banks had in view the elimination 
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of certain free or low cost services which had been 
performed by their trust departments, and in this 
connection they particularly desired to make it impossible 
for two important banks, the United States Trust Com- 
pany and the First National Bank, to continue as they 
had in the past to perform trust functions at low charges 
for large customers who maintained profitable accounts 
with the banking departments of these institutions. 
Another objective which the banks had in mind was to 
bring under control the New York agencies of foreign 
banks which had previously been free to compete without 
any restraint. 

Unfortunately, this programme became involved with 
an elaborate system of nuisance charges which it was 
proposed to inflict upon the smaller customers of banks, 
and the result was a public protest followed by summary 
suspension of all banking codes on December 29 by 
General Hugh S. Johnson, National Recovery Ad- 
ministrator. Early in March the bankers resumed the 
task of preparing a code, but this time it was under 
conditions imposed by the N.R.A. which will make it 
impossible to achieve the objectives which the bankers 
originally had in mind. They thus find that having 
secured to themselves a new outburst of public dislike, 
they are left with the task of putting together a code 
which will mean little or nothing to them but will simply 
add to the burden of supervision under which they 
operate. 

The position of the bankers is rendered more difficult 
by internal schisms. The leading Wall Street bankers, 
who incidentally have no love for each other, are complete- 
ly out of patience with the American Bankers Association. 
As they see it, they have for years supported the Associa- 
tion in order that in a time of need like the present they 
might have an organisation which could speak for them 
and defend them. Being unable for one reason or another 
publicly to take their own part, they would like to 
see the A.B.A. taking a stronger stand against the 
Administration and against the popular tendency to 
criticise bankers. Instead, as they see it, the A.B.A. 
has cravenly abandoned its trust. The Association, 
it is felt, is largely responsible for the fiasco over the 
bankers code, and the President of the Association, so 
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far from indignantly denying the charge that the banks 
have restricted credit, has on more than one occasion 
meekly fallen in with this point of view and promised 
that in the future the banks would do better. 

It is felt by some of the Wall Street bankers that the 
Association might have taken a stronger stand were it 
not for the fact that certain of its officers are the heads 
of banks which were greatly assisted by the R.F.C. In 
particular, there is dissatisfaction with the circumstance 
that the man who is likely to become President of the 
Association next year is the head of an institution, the 
difficulties of which early last year gave rise to the 
calling of a remarkable general holiday in New Orleans. 
This was the first bank holiday to be called, and gave 
the precedent for the celebrated Michigan bank holiday 
a few weeks later, which did not end until all the banks 
in the country were closed. 


French Banking 


By a Correspondent 


URING February, the French money market 
D experienced an exceptionally lively time. Indeed, 

it would have been surprising if it had been other- 
wise, for the grave street disturbances in Paris were not 
exactly of a nature to restore confidence. At the same 
time, the outflow of gold to the United States was a 
source of uneasiness and a cause of monetary stringency. 
In addition to these unfavourable factors, there were the 
difficulties of the Treasury. Throughout February the 
Treasury found it difficult to raise the funds required 
for current payments. Moreover, the budgetary discus- 
sions made it plain that equilibrium is far from having 
been attained. 

The creation of a Government of National Union, 
headed by M. Doumergue, was calculated to restore 
confidence. Indeed, it contributed towards allaying 
the disquietude which was, however, too profound to be 
dispersed by the mere advent to power of a highly- 
respected statesman. 

Faced with these factors troubling the money market, 
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the Bank of France had to raise its rediscount rate on 
February 9 from 2} to 3 per cent. The rate of 2} per 
cent. had been in force since October 9, 1931, that is, 
during twenty-eight months. In reaching this decision, 
the Bank of France merely recognised the increase of 
interest rates in the market. The following figures show 
the firm tendency of money rates during February :— 


End of Endof End of 
Dec., Jan., Feb., 
1933 1934 1934 

%, a A py 


Market rate of discount ... sia oT 24 3 
Discount outside bank _... ad +n i 23 2g 


24 25 


Day to day money ... as sai ads 
Loans on Bons de la Défense Nationale :— 
Market rate for 1 month oe ies 3; 2% 33 

Market rate for 3 months — soit 24 3% 
Rates of loans on securities :— 

On the Parquet ... — the sa 2} 2} 

On the Coulisse ... son mr sie 43 5 


The market rate of discount rose from 23 to 2% per 
cent. during February, while call money rate advanced 
from 2} to 2 per cent. The rate for loans on Bons de la 
Défense Nationale advanced from 2{ to 33 per cent. for 
one month and from 233 to 33% per cent. for three months. 
The tension of the rates became further accentuated at 
the beginning of March. On March 6 the Caisse Autonome 
had to raise the rate of Bons de la Défense Nationale 
for two years from 34 to 4 per cent. On the same day 
the Caisse de Dépdéts et de Consignations decided to 
raise the rate of loans on these bonds from 33 to 4 per cent. 
for one month and from 3? to 4} per cent. for three 
months. As a result, the market rates rose from 33 and 
32% per cent., respectively, to 343 and 4,% per cent. 

On the Bourse, the monetary stringency was also 
noticeable, although requirements were moderate owing 
to the inactivity of the markets. On the Parquet, the 
rate of loans on securities increased from 2} to 2? per 
cent., while on the Coulisse it advanced from 44 to 5 per 
cent. The discrepancy between the two rates is explained 
mainly by the fact that loans on the Parquet are for a 
fortnight, while on the Coulisse they are for a month, 
and by the fact that on the Parquet the loans are guaran- 
teed by the brokers. There is thus practically no risk 
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for the lender. On the Coulisse, however, the lender is 
exposed to losses through insolvency of his borrower, 
and the quality of the securities is also inferior to those 
dealt in on the Parquet. 

The rise in money rates took place in spite of the 
utilisation of the credit facilities of the Bank of France. 
In February many banks and enterprises, which were 
until then in a position to cover their own requirements, 
had to fall back upon the central bank in order to obtain 
the funds required. As a result, the re-discounts of the 
Bank of France showed a substantial increase. At the 
end of January they amounted to 4,720 million francs. 
A month later, they amounted to 6,197 millions, an 
increase of 1,477 millions within a month, and this in 
spite of the increase of the re-discount rate from 2$ to 
3 per cent. Not since January 1932 have re-discounts 
been so high. 

Among the causes of the stringency, the gold ship- 
ments to the United States occupy a prominent place. 
The provisional stabilisation of the dollar was followed 
by huge shipments from Paris to New York. At the 
time of President Roosevelt’s announcement the dollar 
was quoted at about 16 francs, and, as the official buying 
price of gold corresponded to a parity of 15:07 francs, 
the transfer was highly profitable for arbitrageurs. 

During February the gold reserve of the Bank of 
France declined by over 3 milliard francs (nearly {£40 
millions), falling from 77,055 millions to 73,972 millions. 
In September last it exceeded 82 milliards; the decline 
in five months was thus 8 milliards. 

The figures on page 46 show the changes in the bank 
return. 

The decline of the gold reserve resulted in a contrac- 
tion of sight liabilities (notes and current account balances) 
from 97,580 millions to 95,959 millions. The decline was 
only 1,600 millions, while that of the gold reserve was 
over 3 milliards. The difference is accounted for by an 
increase of discounts by more than 1,400 millions. In 
this respect, the Bank of France has failed to observe the 
rules of the gold standard, such as is defined in France. 
As a matter of principle, a decline in the gold stock 
should cause a corresponding contraction of the volume 
of currency, so as to make it possible for the outflow of 
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End of Endof_ End of 
Dec., Jan., Feb., 
1933 1934 1934 
ASSETS. (Millions of francs) 
Gold reserve aoa iis 77,098 77,055 73,972 
Foreign exchange reserve e (total) eed 924 89 837 


ae oes es - - 15 16 15 
Time... ee ‘ie = 909 880 822 


Discounts (total) nn om se 4,973 4,720 6,197 
Bills on France ‘is vo _ 4,739 4,619 6,038 
Bills on foreign countries... aes 234 IoI 159 

Advances on bullion _... ve 7“ 1,414 1,413 1,506 

Advances on securities ... ‘ a0 2,921 2,893 2,932 

Bonds on the Caisse Autonome ac 6,122 6,119 6,114 


LIABILITIES. 
Note circulation ... .. 82,613 79,474 81,024 
Current and deposit accounts (total) .. 15,736 18,106 14,935 
Of which— 

Treasury . _ oie ‘iis 261 46 45 
Caisse Autonome ins aa _ 2,061 2,224 1,773 
Private accounts sie sik a 13,194 15,592 12,831 
Sundry .. iin ei di 220 244 236 

Total of sight liabilities ... on ... 98,349 97, 580 95,959 

Percentage of gold cover wale » 78°30% 78°:97% 77°09% 


gold to produce its full effect on prices and interest 
rates. 

It is necessary to point out that the reason why sight 
liabilities failed to respond adequately to the gold out- 
flow was an increase of the note circulation. Deposits 
and current accounts declined, in fact, by more than 
3 milliard francs, from 18,106 millions to 14,935 millions. 
Private balances and deposits alone declined by nearly 
2,800 millions. The short-term rates of interest are 
largely determined by the volume of private balances 
and deposits, for the money market is supplied exclusively 
by banking funds. The decline in these resources was 
the consequence of the gold outflow. In order to obtain 
gold from the Bank of France, it is necessary to pay in 
francs, which are provided by drawing on_ bankers’ 
deposits and not by handing over notes. This is why the 
outflow of gold affected the money market considerably. 
The stringency thus created resulted in an increase in the 
exchange value of the franc. As at the same time the 
gold transactions increased the supply of dollars, the 
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rate of the dollar declined rapidly in Paris. By the end of 
February it was down to 15-20, at which rate it no longer 
paid to ship gold to the United States. 

The franc was firm, not only in relation to the dollar, 
but also in relation to sterling, while the guilder and the 
Swiss franc dropped below the gold import point. The 
Swiss National Bank and the Netherlands Bank had to 
send gold to Paris in order to defend their exchange. 
But for their consignments, the Bank of France would 
have lost much more than 3 milliards of francs. 

All the gold that left France during February was 
not taken to New York. Part of it took refuge in London. 
Hoarding has increased. Many French people bought 
gold bars, and, to avoid the risk of confiscation, sent 
them to London. The amount involved is believed to be 
very high. It is owing to these shipments that, during 
the last week of February, the Swiss and Dutch gold 
arrivals failed to result in an increase in the French gold 
reserve, which remained practically unchanged, showing 
a fall of 43 millions during the week ended March 2. 

This hoarding of gold contributed towards the increase 
of money rates. In addition, the requirement of francs by 
former bulls of sterling worked in the same direction. 
Bull speculation in sterling assumed considerable dimen- 
sions in November last. The scarcity of francs made the 
renewal of positions difficult, and those desirous of 
carrying a short position in francs had to pay an interest 
rate of 7 per cent. The premium on forward sterling 
rose, in fact, from time to time to 50 centimes for one 
month, being equivalent to 6 francs per annum, or over 
7 per cent. This increase of the premium reacted upon 
the money market, for the banks were desirous of taking 
advantage of this situation by employing part of their 
funds in the forward exchange market. 

The monetary stringency caused the Treasury grave 
difficulties. The yield on three months’ Bons de la 
Défense Nationale was only 2? per cent. The banks did 
not want to renew them, as they were able to use their 
funds on a more remunerative basis. The reimburse- 
ments depleted the Treasury’s reserves, in spite of the 
issues floated in January and February. They had, 
however, the advantage of reducing the floating debt to 
a level where it ceased to constitute a danger to monetary 
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stability. Nevertheless, the Government had to raise 
Treasury bill rates. 

The scarcity of funds may appear odd considering the 
extent of hoarding. The amount of notes hoarded is 
estimated at 25 milliards, while the total, including gold, 
must be about 40 milliards, or over {500 millions. These 
funds do not, however, leave their hiding places. In this 
respect the establishment of the National Government 
made no difference. The public remains uneasy as to the 
financial outlook. And yet we must admit that the new 
Government is endeavouring to restore confidence. M. 
Doumergue declared at the Chamber of Deputies that 
the stability of the franc will be defended at all cost. 
Moreover, the Government rushed through Parliament 
the budgetary proposals. It also obtained powers to 
enforce economies by decree. This measure should 
enable the Government to attain budgetary equilibrium. 
As it is, there is a real deficit of between 4 and 5 milliard 
francs, as a result of the over-valuation of certain revenues. 
The Government hopes to reduce the budget by 3 milliards 
through a reduction of salaries in the civil services, while 
the missing amount would be obtained by an overhauling 
of the fiscal machinery. 

If M. Doumergue succeeds in balancing the budget 
he will undoubtedly restore confidence. To that end, 
however, he will have to use his power with energy 
uninfluenced by the interests affected. 

Technically, the franc is sound. In spite of the recent 
loss of gold, the note cover remains very high. At the 
same time, the foreign funds in France are now negligible. 
The only danger points are the deterioration of the 
Government’s credit and in the budgetary deficit. If 
the Government succeeds in restoring the budget there 
will be a repatriation of French capital and a return of 
hoarded gold. The money market will thus improve. 
It is left to be seen whether the Government will be able 
to fulfil the task of restoring confidence. 


M. MITZAKIS. 
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German Banking 


By a Correspondent 
Tis annual report of the Reichsbank for 1933 con- 


tains very little of fundamental importance. In 

his address to the shareholders’ meeting, Dr. 
Schacht declared that the time for making statements 
as to programmes was over. The tasks of the Reichsbank 
are still very difficult. The main object of the Reichsbank 
is to retain the freedom of action internally and ex- 
ternally that has been attained during the past year. 
The report emphasised that the condition of the success 
of the policy initiated last year is the maintenance of 
stability and the control of credit expansion. The 
demand for compulsory interest reduction is rejected, 
and it is proposed to reduce interest rates through 
appropriate measures of credit policy and through a 
reduction of risk. 

The composition of the discounts of the Reichsbank 
underwent a gratifying change last year. The frozen 
bills that originated from the crisis of 1931 declined in 
1933 to less than half their figure. The Akzeptbank 
will be liquidated, and its tasks of financing small and 
medium-sized enterprise will be transferred to other 
institutions. In the autumn of 1931 the total commit- 
ments of the Akzeptbank were Rm. 1,600 millions; 
towards the middle of 1933 this figure was down to 
Rm. 975 millions, while by now it must be around 
Rm. 500 millions. 

As the total bill holdings of the Reichsbank declined 
by Rm. go millions last year, it may be assumed that its 
genuine commercial bills have increased. Nor can its 
holding of unemployment relief bills be considered as 
excessive, for at the end of 1933 it was less than Rm. 500 
millions, which is about one-sixth of its total bill holdings. 
The Reichsbank did not in the first instance bear the bur- 
den of the credit requirements for unemployment relief 
work, but took over only about one-third of the un- 
employment relief bills, the rest being carried by other 
banks. This is possible because of the undertaking 
given by the Reichsbank to rediscount the bills. During 
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the last few months, a larger amount of bills have found 
their way to the Reichsbank. As part of the public work 
is only beginning to be carried out this year, an increase 
in the volume of these bills is to be expected. This need 
not give rise to concern, for the economic revival has 
barely affected the Reichsbank so far, as it coincided with 
the thawing of frozen credits. The note circulation, 
which was during the first two months of the year some- 
what higher than during the corresponding period of 
1933, declined in the return for March 7 to last year’s 
level. 
REICHSBANK 
1930 1931 1932 1933 
Millions of Reichsmarks 
Gold reserve .. ‘3 nm ee 984 806 386 
Foreign Balances... is 471 190 154 29 
Foreign notes. . ii jo 2 12 8 3 
Foreign bills .. - “is 291 106 gI 193 
Inland Bills .. di 2,075 4,031 2,716 2,988 
Securities included in note 
cover ee ee oe —_ —_ — 259 

Other securities sis si 103 162 323 333 
Note circulation sa .. 1,861 4,314 5,989 4,887 
Clearing balance $a Sa —- 428 373 
Gross profit .. - ‘ 127°0 209°I 185-8 129°. 
Overhead charges .. ‘5 87-0 83°4 83-9 86- 
Provision for bad debts... — 93°9 58-0 — 
Net profit .. : - 40-0 13°3 40°0 40°I 

In 1933 the Reichehonk initiated its open market 
policy. In November it took over from a group of banks 
Rm. 194 millions of taxation scrips. By the end of the 
year, its holding of fixed interest bearing securities eligible 
for note cover had increased to Rm. 259 millions. The 
purchases were limited during the current year, and on 
March 7 the total was Rm. 344:°5 millions. Dr. Schacht 
emphasised in his speech that the principle of liquidity 
has been strictly observed in the purchases of these 
securities, and that the Reichsbank will not buy any 
unsaleable securities. The open market policy assumes 
operations in both directions. The taxation scrips bought 
by the Reichsbank are liquid, as the Treasury will accept 
them in payment next year. 

So far, the result of the open market policy has 
manifested itself in a contraction of the margin between 
long-term and short-term money rates. The yield of 
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long-term loans has declined considerably from 8 per cent. 
in the autum of 1933 to 6} per cent. towards the middle 
of January last. Since the latter date, however, the 
tendency has not continued, as capital available for 
investment has gravitated towards equities, in anticipa- 
tion of capital appreciation through an improvement 
of trade. This tendency is due to the talk about the 
possibility of a devaluation of gold currencies and also to a 
lack of capital. The Reichsbank return states that in 
spite of the increase of savings deposits by Rm. goo 
millions last year, capital available for investment is still 
far from abundant. Asa result, the conversion operation 
of which the open market policy was the objective has had 
to be delayed. 

The increase of savings deposits indicates that, 
although the economic revival has failed so far to affect 
the average income of consumers, it has resulted in the 
creation of a certain amount of new capital. In January 
the net increase of savings deposits was Rm. 178 millions, 
against Rm. 106 millions in January 1933; these deposits 
have actually exceeded their maximum of 1931. 

The conversion of the 6 per cent. Prussian Treasury 
bonds was successful. The Rm. 150 millions of 4} per 
cent. bonds were over-subscribed. The total yield in- 
cluding redemption is about 54 per cent. The Post Office 
is also issuing a 54 per cent. conversion loan of Rm. 150 
millions, at an issue price of 97, redeemable in five years, 
giving a yield of 5} per cent. Subscriptions to this 
issue are rather slow, which shows that in the present 
circumstances a yield of 5} per cent. is hardly considered 
adequate. No conversion offer has yet been made for the 
6 per cent. loan of the Reich falling due on July 1. 

The trend of the gold and foreign exchange reserve 
of the Reichsbank has been anything but favourable. At 
the end of 1933 the gold reserve was only Rm. 386 
millions, against Rm. 806 millions a year earlier, while the 
foreign exchange reserve had declined from Rm. 113-8 
millions to Rm. 9-4 millions. (The total foreign exchange 
holding amounted to Rm. 225-4 millions. The difference 
between this figure and that of the foreign exchange 
reserve is explained by the fact that the total holding 
includes forward exchange, as well as frozen claims. In 
fact, it includes even exchange guarantees given in order 
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to facilitate exports.) By March 7, the gold reserve had 
declined to Rm. 312-9 millions, and the foreign exchange 
reserve to Rm. 6-35 millions. The persistent decline was 
not due exclusively to the transfer of interest on the foreign 
debt, but was also due to the increase of raw material pur- 
chases through the trade revival. The reduction of the 
allotments of exchanges from 50 to 45 per cent. will not 
provide an adequate relief. There has not so far been any 
improvement in exports, and the collection of foreign 
claims is progressing very slowly. 

For 1933 the Reichsbank again declared a dividend 
of 12 per cent. on its share capital of Rm. 150 millions. 
The share of the Reich was 18 millions, and 4 millions 
were added to the reserve. The net profit was 4o-1 
millions, or fractionally higher than in 1932, but the actual 
earnings have declined, as in 1932 58 millions were used 
for writing down bad debts. The open reserves of the 
Reichsbank amount to Rm. 473 millions, including the 
pensions fund of 80 millions. The hidden reserves must 
have increased during the past year. The wholly or 
partly dishonoured bills amounted to only 0-14 per cent. 
of the total, against 0-32 per cent. in 1932. 

Among the big Berlin banks, the Dresdner Bank 
was the first to publish its balance sheet. As the bank 
had to be reconstructed for the second time last year, 
it passed its dividend. The current profit was again used 
for writing down bad debts. Last year’s reconstruction 
is considered to have been satisfactory. Its consolidation 
has made considerable progress. Creditors declined from 
Rm. 2,505 millions to Rm. 2,175 millions. Of the decline 
of 330 millions, 263 millions was due to the decline in 
foreign liabilities, which amount to 397 millions against 
660 millions in 1932 and goo millions in 1931. Last year’s 
decline was due to the extent of 145 millions to the 
depreciation of creditor currencies, and the rest re- 
presented the actual repayments. For the foreign liabili- 
ties of the former Darmstaedter und Nationalbank, the 
guarantee of the Reich is still in force. They now 
amount to 200 millions, a decline during 1933 of 250 
millions. The liabilities of the Dresdner Bank against 
the Akzeptbank were considerably reduced. Their highest 
level was 500 millions. At the end of 1933 they camejto 
some 300 millions, while at the end of February they were 
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only some 250 millions. The progress towards the 
liquidation of old liabilities enabled the Dresdner Bank 
to grant new loans. The total of the new credits was 
742 millions, of which 256 millions were granted for the 
financing of unemployment relief credits. The new 
credits were used to the extent of 60 to 70 per cent. 


DRESDNER BANK 


1931 1932 — 1933 
Millions of Reichsmarks 


Capital and Reserves .. Kid “ 250°0 165-0 165-0 
Creditors .. ‘a Ka ok .. 2,742°4 2,504°8 2,175°3 
Acceptances ee oe ae és 438°1 346°3 320°8 
Debtors .. a ae re -- 1,733°8 1,549°I 1,389°5 
Securities a - wid ba 116°3 143°0 136°3 
Interest-bearing Treasury bills be 300-0 409°8 312°8 
Non-interest-bearing Treasury Bills .. 144°0 107-0 1241 
Drafts... i as - as 274°2 244°9 287°3 
Cash in bank ina - - ie 85°7 70°5 68-0 
Loans on commodities .. a es 480-9 3II‘I 184-0 
Balance sheet total ae 84 -» 3,433°8  3,037°2 2,683-8 


Current profit .. ‘is oF ‘ 13°8 9°5 II°6 

Among the other Bank reports, that of the Prussian 
Staatsbank (Seehandlung) deserves attention. Its net 
profit was Rm. 6-8 millions against Rm. 8-3 millions for 
1932. Actually current profits were about the same as 
in 1932, but a larger amount was written off. Of the net 
profits the Prussian Government will again receive 2 
millions. The bank’s capital will be raised by 5 millions 
to 33 millions. Liabilities decreased from 917 millions 
to 878 millions, as a result of the decline of deposits of 
other banks, while other deposits increased. Apparently, 
this Government-owned bank enjoyed the preference 
of the public. 


A. M. BONNER, 


30 LIME ST. and 
LONDON, E.C.3 
Tel. : 
Monument 0794 
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International Banking Review 


ITALY 


HE work of the reconstruction of the Italian 
banking system has now been completed. The 
fundamental idea of the reconstruction was to 
remove industrial finance from the sphere of activity of 
the joint stock banks. To that end, a large part of the 
industrial assets of the leading banks were transferred 
two years ago to the Istituto Mobiliare Italiano and the 
Istituto per il Ricostruzzio Industriale, which are under 
Government control. The remaining industrial assets 
have now been transferred, so that in future the joint 
stock banks will confine their activities to pure commercial 
banking on the lines pursued by British joint stock banks. 
The Government-controlled institutions will provide for 
the financing of industries, with the aid of debenture 
issues under official auspices. 

With the elimination of all industrial assets, it has 
become possible to estimate the definite figure of the 
losses suffered by the banks through the crisis, and it has 
therefore been decided that the three leading banks, the 
Banca Commerciale Italiana, Credito Italiano, and Banco 
di Roma, should write off all bad and doubtful debts. As 
a result, the open reserves of the Banca Commerciale 
Italiana have been reduced from 580 to 140 million lire, 
those of the Credito Italiano from 300 to 100 million 
lire, and those of the Banco di Roma from 65 to 40 
million lire. 

SWEDEN 

The new banking law has become operative. By 
virtue of this new law, the banks are forbidden from 
holding any shares, or from making any industrial 
share issues. They will be at liberty to issue industrial 
debentures. Banks are also forbidden to grant to 
industries long-term loans. In order to provide for the 
requirements of industries, a new institution is being 
established for long-term credits. Part of its funds will 
be supplied by the Government. To begin with, the 
bank will operate with small funds and its debenture 
issues will be for moderate amounts. 
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NORWAY. 


The Governor of the Bank of Norway stated in his 
annual report to the shareholders of the bank that owing 
to the general uncertainty, the foreign exchange holdings 
of the bank have been converted into gold. He stated 
that, thanks to the spirit of collaboration, the banks have 
overcome the unfavourable effect of the success of the 
Socialist Party at the elections last October. The net 
profits of the bank declined from 8,510,000 crowns to 
6,215,000 crowns. The dividend remains unchanged at 
8 per cent. 


AUSTRIA. 


Dr. Kienboeck, President of the Austrian National 
Bank, made a reassuring statement concerning the 
economic effects of the disturbances in February. The 
only adverse financial effect of the riots was a run on 
Socialist-controlled savings banks, but this movement 
has since subsided. The influx of foreign exchanges 
remained favourable, and Austria would maintain her 
monetary policy as heretofore. 

There have been renewed discussions about the 
amalgamation to be arranged between the Wiener 
Bankverein and the Niederoesterreichische Eskompte- 
Gesellschaft. The prospects of the transaction are viewed 
favourably in international banking circles. 


CZECHOSLOVAKIA 


The Law providing for the devaluation of the crown 
to the extent of 16-6 per cent. has become operative. 
Following upon the resignation of Dr. Pospisil, Dr. Englis 
has been appointed Governor of the National Bank. 
Dr. Englis made a statement emphatically disclaiming 
inflationary intentions. The Government is determined 
to maintain the currency at its new parity. Steps are 
being taken for the creation of a new Rediscount 
Institution, with the compulsory participation of the 
banks and insurance companies. The Government will 
be empowered to guarantee loans to an amount of 
1,500 million crowns. 

E2 
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YUGOSLAVIA 


By virtue of the terms of the moratorium, the banks 
which availed themselves of it had to submit proposals 
concerning the liquidation of their liabilities. The 
majority of these banks consider it necessary to obtain 
a delay of over five years. Some of them are prepared 
to pay only interest during the first year, at a reduced 
rate of 3 to 4 percent. Others have elaborated a scheme 
for gradual repayment. Some of the banks propose to 
discriminate between big and small creditors, the latter 
to receive preferential treatment. 


ROUMANIA 


Addressing the shareholders’ meeting, M. Dimitresco, 
Governor of the National Bank of Roumania, urged the 
necessity of a banking reform. A large number of small 
banks had been created since the war, and their failure 
has inflicted heavy losses on the country. He fore- 
shadowed an early reduction of the bank rate. The 
reserve ratio remained stationary during the past year 
at over 35 per cent. During the year the National Bank 
bought 3,200 kilos of gold. 


MEXICO 


The Canadian Bank of Commerce decided to close its 
Mexican branch, which was established over thirty 
years ago. The increase in the number of national banks 
and the Government’s attitude towards foreign banks 
make it difficult for the latter to operate profitably. 

There was a run of depositors on the Banco de Londres 
y Mexico. Of a total of 24 million pesos of deposits, 
15 millions were withdrawn. The bank was assisted by 
the other Mexican banks. The run was caused by 
rumours of immobilisation and of differences of opinion 
within the board of directors, as a result of the change of 
hands of a large block of shares. 
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Banking Reviews 


English Reviews. 


E wish to call attention to a ‘“‘ Survey of Economic 
WW Conditions in Scotland ’”’ published in February 
by the CLYDESDALE BANK. In a Foreword 
the writer points out that ‘‘In many respects it is 
erroneous to judge Scottish economic conditions by 
records relating to the whole of Great Britain, and 
a useful purpose is therefore served by attempting to 
bring together under one cover information at present 
available only from a multiplicity of separate and detailed 
sources.”’ He shows clearly how Scotland’s dependence 
upon the heavy industries has intensified in that country 
the difficulties experienced everywhere in Great Britain 
during the depression—and in the previous post-war 
period—and suggests that, in order to return to real 
prosperity, the country must attract within her borders 
a greater variety of industries, preferably concerned with 
“consumers’ ’”’ rather than “‘ producers’”’ goods. At the 
same time he gives due weight to the recovery which has 
taken place in the older industries during the past 
few months. We must congratulate the CLYDESDALE 
BANK upon the production of this excellent survey, which 
forms a veritable encyclopedia of the trade and industry 
of Scotland and moreover presents the information in an 
interesting form. 

It is indeed a difficult matter to give a non-contro- 
versial answer to the question: ‘‘ What is a Pound ?,” 
but the MIDLAND BANK review for February—March 
in an article dealing with ‘‘ The Nature and Essence of 
Money ”’ has succeeded in the task, though some econo- 
mists may question the emphasis which the writer has 
placed on certain aspects of the question. His definition 
of a pound is “an instrument which serves as a unit 
and measure of value, and which by law is legal tender 
and limited in quantity,” and he considers that the 
quality of the pound as money rests upon (I) the good 
faith of the people, and their representative institutions, 
and (2) their power to produce, and to transact other 
forms of business, at a profit. Thus in the post-war 
period money proved “ unsound” in many countries 
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because its volume—expanded by government borrowing 
—came to outstrip productivity. In Great Britain the 
pound lost value in terms of goods and services. Subse- 
quently when we returned to the gold standard, the 
pound was over-valued, or “ under-issued,” and _ its 
“quantity ”’ did not keep pace with productivity, so that 
the shortage of purchasing power acted as a drag upon 
business activity. We shall all agree with the writer’s 
conclusion that “ An international standard (such as gold) 
is preferable to a series of separate national standards, 
but if this can be worked only by separate and often 
conflicting authorities there is little to be said for it.” 

Having mastered the “ national’’ theory of money, 
as presented in the Review mentioned above, our readers 
should turn to the March issue of LLoyps BANK review 
wherein they will find the “ international’’ aspects of 
the theory treated in an admirable manner in an article 
entitled, “‘Some Implications of the New Dollar.” 
Having examined briefly the consequences of the Gold 
Reserve Act, signed at the end of January, within the 
United States, the writer proceeds to a theoretical dis- 
cussion of the effects upon the rate of exchange between 
two countries on the gold standard, when one of those 
countries suspends the gold standard and then restores it, 
but at a new parity of her currency against gold. He 
then applies the theoretical conclusions which have been 
reached to the concrete case of the United States and 
France at the present time and shows that the actual 
results of America’s re-valuation of the dollar have 
largely coincided with the results which might have been 
expected. Should the French loss of gold to the United 
States continue, he considers that a fall of French prices 
cannot be avoided. This, following the fall during the 
past few years, may force France either to abandon the 
gold standard, or revalue the franc at a new and lower 
gold content. Finally, he examines briefly the position 
of sterling and urges Great Britain to aim at “the 
restoration of equilibrium between the internal and 
external values and purchasing powers of the pound, 
dollar and franc, in such a way as will cause a minimum 
of disturbance to France, the United States and ourselves. 

The Rt. Hon. H. A. L. Fisher in the same journal has 
written a powerful article advocating “‘ Peace.’’ Naturally, 
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a large portion of his article is concerned with an analysis 
of Hitlerite Germany, and, among the many articles 
which have appeared on the subject during the past year, 
we have not encountered one which presented a more 
unbiased judgment of the present position. He sketches 
the salient events of the past decade which resulted 
in Hitler’s accession to power, and suggests that Hitlerism, 
by putting more heart into the German people, may 
produce fresh industrial and commercial energy, which 
will assist the prosperity of the world. At the same time 
he fully realises the dangers to the peace of the world of 
the doctrines which are being taught to the young in 
Germany. The article should give “ food for thought” 
both to the pacifist and to the war-monger and we 
strongly recommend it to the attention of all our readers. 

BARCLAYS BANK review for March makes some in- 
teresting comments on the Federal Reserve System in 
an excellent article dealing with ‘“‘ Economic and Financial 
Policies ’’ at the present time. The writer is very critical 
of the statutory provisions in regard to the cover for the 
note issue in the United States, as he considers that, since 
the amount of gold held by the system has always been 
greatly in excess of the legal requirements, gold move- 
ments have not exerted any direct influence upon the 
credit situation, ‘‘ and to all intents and purposes the 
country has been upon a purely managed currency 
basis.”’ 


Foreign Reviews. 


We have received this month for the first time the 
Bollettino Mensile for January-February published by 
the BANnco pi Sicit1A. In addition to several articles 
on agriculture in the island the Bulletin contains very 
full statistics of all the economic activities of Sicily. 
The pamphlet is extremely well prepared and set out 
and would be very useful to anyone preparing an 
economic and geographic study of Sicily. 

The INDEx for February, published by the NEw York 
Trust Co., contains an article entitled ‘ Silver,”’ which 
sets forth the present position and agreements relating 
to this metal. We note with interest that the writer 
very clearly shows that a higher price for silver would 
not enable China to purchase more in the markets of the 
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world. The theory that a higher price for silver would 
benefit China’s trade is maintained by many people, 
but we have never supported this theory because China 
imports silver as a commodity in order to balance her 
trading account. With a higher price, smaller quantities 
of silver would be imported and it is even conceivable 
that China might turn a seller of silver. <A higher price 
for silver can only help the silver producer. 

The “‘ Effects of Devalued Dollar and Trade Barriers 
on our Foreign Commerce” is fully discussed in the 
February issue of the GUARANTY SURVEY, especially 
the effect of the new gold price on price levels and business 
in general. The prime purpose of President Roosevelt’s 
gold policy has been to raise the price level of commodities 
throughout the country and with reference to this the 
writer of the article states: “‘ More surprising to some than 
the exchange developments is the behaviour of domestic 
commodity prices since devaluation. The general trend 
has been upward, but by no such proportion as would be 
suggested by the percentage of devaluation.” It seems 
to us that it is possible that, in actual practice, it takes 
commodity prices some little time to adjust themselves 
to a new currency value. On the other hand, the 
writer of the article states that there is a considerable body 
of opinion which doubts whether there will be any real 
alteration in the price structure of the United States in 
the near future unless the gold taken over by the Govern- 
ment from the Federal Reserve banks is used in such a 
manner as to form a basis for credit expansion. We 
consider that there is already a large basis for credit 
expansion, if called for, and the factor which would cause 
it to expand, namely confidence, is unfortunately lacking. 

The United States government is endeavouring to 
instil confidence into the nation and to set the wheels 
of industry moving faster by a large programme of 
government spending, both directly and _ indirectly. 
This aspect of the problem is dealt with in the February 
issue of the Review published by the NATIONAL CITY 
Bank. The writer in this Review regards with some 
alarm the prospect of a rapid expansion of the National 
Debt. He looks ahead and sees the great burden of 
taxation which the nation will have to support in future 
years. He regards the future with much misgiving, 
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though he rightly points out that when the Government 
has completed all their financing, the total debt will not 
be as great as that supported by Great Britain He also 
admits that the greater population of the United States 
will be better able to support it than the population of 
Great Britain. It seems to us that he has omitted an 
important factor in his discussion of the problem. The 
debt of Great Britain for the most part represents capital 
that was wasted and blown up during the war, whereas 
the debt which the United States is incurring will be 
represented in a great part by tangible and revenue- 
producing assets. He does draw attention, however, to 
the problem which will arise when the Government 
stops spending and rather questions their ability to do so 
without bringing on a slump in business. But, of course, 
President Roosevelt hopes that by that time business 
throughout his country and the world will have so far 
recovered as to avoid this possibility. 


Books 


A SHorRT History OF INVESTMENT. By PERcy RIPLEY. 
(London, 1934: Sir Isaac Pitman & Sons. 7s. 6d.) 


THIS is an interesting book, both for bankers and for 
the general reader. The connection between banking 
and investment is traced down from early times to the 
present day. The only point of criticism against the 
author is on account of the uneven distribution of his 
material. Given the total length of his book, the space 
devoted to certain points—such as, for instance, the 
Imperial Chemical amalgamation—is decidedly excessive. 


CURRENT MONETARY IssuES. By LEO PAsvotsky. The 
Washington Brokings Institute. (London: Faber 
& Faber. 7s. 6d.) 

Mr. PASVOLSKY gives us an excellent account of the 
dramatic monetary developments during 1933. He de- 
scribes the events that led to the clash at the London 
Economic Conference, and explains the attitude of,the 
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various groups. 


The most interesting part of his book 


deals with the new American gold purchase plan. 


CAPITAL UNDERWRITING. 
Sir Isaac Pitman & Sons. 


1934 : 


By DAvIpD FINNIE. 


(London, 
Ios. 6d.) 


APART from dealing with the technical aspects of 
capital underwriting, the book examines the banking 


problems arising from the operation. 


It points out the 


dangers of excessive participation of banks in industrial 
issuing and underwriting activity. 


A GUIDE TO CORRESPONDENCE FOR BANKERS AND OTHER 


Business MEN. 
R. W. JONES. 
Evans. 2s. 6d.) 


By B. L. K. HENDERSON and 
(London, 1934: Macdonald & 


A useful and in many ways unconventional little 
book, suitable both for beginners and experienced 


correspondents. 


Recovety 


and 


Common Sense 
By DR. O. W. M. SPRAGUE 


With an Introduction by 

SIR JOSIAH STAMP 
Dr. Sprague was formerly 
economic adviser to the Bank of 
England and one of President 
Roosevelt’s right-hand men to the 
end of 1933. He here gives a critical 
analysis of Roosevelt policies and 
an outline of his own ideas for 
economic and monetary reform. 


3s. 6d. net. 


JOHN LANE THE BODLEY HEAD LTD. 












































PITMAN’S. 
Banking Books 
PRINCIPLES OF BANK 
BOOK-KEEPING 


By Herbert G. Hodder, Cert.4.1.B., F.R.Econ.S. 
168 pages 5/- net. 


PRACTICAL BANKING, CURRENCY 
AND EXCHANGE 
Part II.—Currency and Exchange. 

By H. E. Evitt, Cert.A.J.B., etc. 
318 pages 6/- net. 
FOREIGN EXCHANGE AND FOREIGN 
BILL IN THEORY AND IN PRACTICE 


By W. F. Spalding 
Fellow and Member of the Coun- 
cil of the Institute of Bankers 


360 pages. Ninth Edition 7/6 net. 
ORGANISATION AND MANAGE.- 
MENT OF A BRANCH BANK 


By Franeis J. Leweock, Cert.A.J.B. | 


144 Pages 5/- net. 


BANKERS’ CREDITS 

And all that appertains to them in their 

Practical, Legal and Everyday Aspects. 
By W. F. Spalding 

126 pages. Third Edition 10/6 net. 


Order from a bookseller or direct from 


PITMAN: Parker Street, Kingsway, London, W.C.2 | 
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Bank Meeting 
HUNGARIAN GENERAL CREDITBANK, BUDAPEST 


INCREASED PROFIT AND DEPOSITS 


STRONG FINANCIAL POSITION 


under the chairmanship of Baron John 

Harkanyi, P.C., the Board of Directors of the 
Hungarian General Creditbank adopted the balance 
sheet for the business year 1933. The profit and 
loss account closes—prior to the proposed writings- 
off and apart from the amount brought over from 
1932—With a profit of 4,208,315°31 pengé, as 
against 3,978,648-02 peng in the previous year. 
Out of this amount exceptional writings-off 
aggregating 2,350,411.49 pengd were effected by 
the Board in the course of assessing the several 
active items. 

After these writings-off there remain available 
for the General Meeting 2,547,650°35 pengd, 
wherein the amount of 689,746-53 peng6 brought 
forward is included (2,389,746°53 pengd in the 
previous year, inclusive of the 892,598-15 pengd 
brought over from 1931). 

The Board decided to recommend to the General 
Meeting to be convoked for March 19th, 1934, that 
out of this amount : 

500,000 pengé should be used for the endowment 
of the ordinary reserve fund; 

200,000 pengé should be appropriated for the 
strengthening of the depreciation reserve fund; 

1,050,000 pengé should be turned to the endow- 
ment of the employees’ pension funds, 
while the remaining 797,650°35 pengd should be 
carried forward to the account of 1934. 


DIVIDEND POLICY 

No dividends nor, consequently, any bonuses 
are going to be paid this year. This decision is the 
outcome of considerations by which the Board had 
been guided the previous year, and which were 
founded on the determination to advance the 
interests entrusted to the Bank by its inner 
strengthening. 

The Bank may record with satisfaction that this 
course has met with full appreciation not only 
within the country but also abroad. Evidence of 
this is given also by the fact that the Bank proved 
able, despite the grave economic conditions and 
the continued shrinkage of business possibilities, 
to extend its clientele, to raise its turn-over and to 
increase its deposits. 


BALANCE SHEET ITEMS 

As regards the several items of the balance- 
sheet : 

Deposits advanced as against December 31st, 
1932, by 21 million pengé (from 147 to 168 million 
peng6), whereof 16-4 million pengé proceed from 
the increase in current account deposits (from 
Ior‘g to 118-3 million pengé) and 4-6 million 
peng6 (from 45-1 to 49°7 million pengé) from the 
advance in savings deposits. One-third, approxi- 
mately, of this increase is due to deposits of 
undertakings belonging to the sphere of interests 
of the Bank, while some two-thirds represent 
deposits by other clients. 

There is a set-back from 95 to 67-3, i.e. of 27°7 
million pengé in the amount of Sundry Creditors— 
under which head none but foreign creditors figure 
with credits in foreign exchanges—some half of 


A T their meeting, held on March gth, 1934, 


which decline proceeds from repayments, whereas 
the other half results from the depreciation in the 
rates of several foreign exchanges. 

Cash in hand and clearing account deposits 
advanced from 14:2 to 14-6 million pengé. 

The item debtors declined from 144-3 to 130°4 
million peng6, whereas Bills show an advance from 
82 to 84-3 million pengé. 

Stocks and participations are entered in the 
balance sheet at 51-4, as against 49-9 million pengd 
in the previous year and figure in the balance sheet 
at a lower value than that foreseen by the Govern- 
ment Decree No. 80/1934. 

Mortgage loans have fallen off from 38-5 to 36°3 
million pengd. All of these loans are made out in 
U.S. dollars and the respective mortgage bonds 
have been issued and are negotiated exclusively 
in U.S. dollars. 

The goods departments succeeded in consider- 
ably enhancing their turn-over and have improved 
their business results materially. 

The total turnover of the Bank advanced in 1933 
from 16,038 millions to 16,411 million pengé and 
the cash turnover from 2,320 millions to 2,516 
million peng6. 

Foreign exchange business shows likewise an 
advance, even though a slight one, from 2,187 
millions to 2,197 million pengé, despite the 
deterioration of foreign exchange rates. 

Personal expenditure and general expenses 
experienced a further decline by some 338,000 
pengd, whereas taxation increased by approxi- 
mately 113,000 peng. 

As to proceeds, it must be remembered that 
owing to a constant contraction of the interest 
margin, the returns from interests have fallen off, 
whereas other items show an advance. 


TRADE CONDITIONS 

As regards the undertakings belonging to the 
sphere of interests of the Bank, those belonging to 
the coal, sugar, textile and current generator 
industries, as well as the railroad concern apper- 
taining to the Bank, have closed, on the whole, with 
a profit, while others, machine industry for 
instance, and those connected with building 
industry, continued to suffer from the unfavourable 
effects of the stagnation in the investment activity 
and the difficulties attending exports and operated, 
in general, at a loss. 

The undertakings belonging to the sphere of 
interests of the Bank have rendered most valuable 
service by opening up fresh business possibilities 
and by extending the circle of the Bank’s clients. 
The Board continues to consider the safeguarding 
of the interests inherent in these undertakings a 
highly important mission. 

The extensive activity the Bank develops in the 
different branches of banking business and trade 
in goods, as well as its manifold relations to 
commerce, industry and agriculture, provide a 
broad basis for business and make possible, 
moreover, a suitable distribution of risks, a 
circumstance of particular importance in these 
times of crises, 
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Table I 
‘ aoe — __{IN MILLIONS oP £) 
| | . 
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ENGLAND) U.S.A. | FRANCE | BELGIUM | NETHER: | penMaRK| NORWAY |owEDEE 
| | | | 
1931 | | 
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APRIL 144-5 | 640-1 | 451-6 41-1 36-8 | 95 | 81 | 18-2 | 114-7 | 199 
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11-3 39°5 24 
11°3 40-2 1+ 
11-3 37-6 24 
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All figures given above are the rates ruling on Friday of each week. 
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Table IV—cont. 
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EL (1 FACTURES THEREOF 
Exports of Exports of Exports of Exports of Exports of 
ction Impor — a —— See ~~ Worsted | Wormted 
Yarns Tissues 
Thousa Thousands t Millions of Millions of Millions Millions Millions of 
— of To of Tons thousands | thousands be. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
2 222 167 1,181 2 11°3 “6 2-4 2-4 10-4 
7 193 188 ,216 2,843 10°8 2 2°8 2- 5-0 
9 23 168 1,227 2,693 11°3 3 2°5 3°5 6°6 
7 276 159 1,698 2,792 12°8 “1 2-6 4-0 6-7 
0 170 167 925 2,701 16°4 179-9 3:4 3:4 8-5 
33 145 180 769 3,210 3°9 199°3 3°6 2°9 6°3 
2 119 1538 635 2,608 9°5 198-3 2-4 3°7 7°6 
9 163 160 734 2,249 10-9 138-4 4°7 3:4 9 
0 73 164 913 2,286 11-7 195-8 4-6 3°5 74 
4 69 149 721 1,955 10°6 197°3 3°3 2°8 8-4 
3 78 136 626 2,018 11°9 194°6 4°2 3-0 8-5 
8 97 155 689 2,421 12°8 209-9 1-3 3°1 7°9 
0 77 133 630 2,211 12-4 171°2 3°0 2°8 5°5 
0 85 179 719 2,338 10-9 168-7 3°6 3:2 6-1 
9 69 154 672 2,215 10°6 141-6 3°8 3°2 6-6 
8 63 156 599 2,240 10°4 154°7 4°3 4°3 8:9 
1 80 5D 763 2,140 11-0 149-0 3°7 4°6 10°5 
9 80 157 681 2,306 11-7 163-0 3-7 4-2 8-6 
8 89 194 792 2,510 12-3 155-6 4°6 4°6 7°6 
5 92 184 831 2,483 12-7 170-5 4-1 4-1 7°9 
9 91 73 804 2,276 11:1 155-5 3°5 3°5 7°8 
1 120 164 856 2 516 12°8 179°1 1-0 4-0 9-9 
8 iz 142 793 2,134 11-3 168-2 3°9 3:1 9-5 
5 lesned the National Federation of [ron and Steel Manufacturers, 
Table VII COMMODITY PRICES 
—— UNITED KINGDOM U.S.A GERMANY FRANCE ITALY 
4 Liste |W W 
x of WwW! ale 1 Wholesale Wholesale Living holesale Cost of holesale' Cost ot 
hy Cost of i care Statis Statics Statis Living ving 
ion , a ving ment of , vere - sches tiy ox! ane s 
) oa of “ Econ inistry abo teichsam feichs- Générale jue 
rterly) l mist” of prank es sae amt) tac merale) 
at Jul v1 July Jan. July 
= " wo 1918 =100 yO14 “ite 191 oo 19138 100 foe 1018 10) 11s low $ ~ i r 
1931 (b) (hb) 
51 JANUARY 106-9 91-3 152 115-2 140-4 576 590 
0-6 APRII 105-7 90-0 147 113°7 137-2 548 589 i 
1+1 JULY 102-2 86-0 145 111-7 137-4 500 565 
105 OCTOBER 104°4 90-1 146 107°1 133°1 457 31 473 
1932 
1 +3 JANUARY 105°8 90-0 147 96-4 100-0 124°5 439 326 470 
3-2 APRIL 102°4 86°3 143 93°8 98-4 121-7 439 319 474 
768 JULY . 97°7 82-7 141 { 95°9 121°5 130 300 456 
a OCTOBER 101°+1 85°3 143 3 94°3 119-0 412 304 465 
72 DECEMBER 101-0 84-1 142 7 g2-4 118-4 113 299 463 
1933 
JANUARY 100-3 84-2 141 87:4 91-0 117-4 411 | 296 461 
8-0 FEBRUARY 98-9 82:7 139 85°7 91-2 116°9 404 523 293 458 
MARCH 97-6 82-3 137 86-2 91-1 116-6 390 f 287 451 
APRIL 97-2 84-5 136 86°5 90°7 116°6 387 \ 282 444 
3-8 MAY 99-2 87°5 136 89°8 91-9 118-2 383 516 282 447 
JUNE... 101:°7 895 138 93-1 92-9 118-3 403 |) 285 447 
JULY... 102-3 89-9 135 98-7 93°9 118-7 401 | 283 440 
7°9 AUGUST : 102°5 89-7 141 99-6 94°2 118-4 397 > 516 282 446 
SEPTEMBER .. 103-0 89°5 141 101-4 94-9 119-0 397 J 281 448 
OCTOBER 102-6 88-1 143 102-0 95-7 119-8 397 | 277 445 
6°9 NOVEMBER 102-8 86-8 143 101-9 96-0 120-4 4033 + 526 275 450 
DECEMBER 102-3 88-0 142 101-4 96-2 120-9 407 J 277 457 
1934 
JANUARY 104°6 90-4 141 103-4 96-8 120-9 405 278 
FEBRUARY 105-3 90-6 140 106-0 96-0 120-7 400 
ydon 1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
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Memorial to Dr. Walter Leaf 


WeE have received from the Harrow Heraldry Committee the 
photograph, which we reproduce below, of the panel, carved and painted 
in heraldic colours, which has just been unveiled in the Speech Room at 
Harrow in honour of the late Dr. Walter Leaf. The panel was designed 
by Mr. George Gray, F.S.A., and forms part of a series of 27 similar 
panels erected in memory of distinguished Harrovians of the past. 





[he arms of Westminster Bank appear in the left-hand bottom corner 
of the panel balancing the Homeric helmet in the opposite corner. The 
wreath is bound with ribbons of the Greek colours in further symbolism 
of Dr. Leaf’s scholarship and also contains edelweiss in allusion to his 
Alpine activities. Gold bezants are strewn about the panel. Altogether 
it is a worthy memorial of one of Harrow’s most famous sons who won 
his way to pre-eminence not only as a banker but as a scholar. 














Some National Provincial Branches 
By Professor C. H. Reilly 


T is always a pleasure when the time comes round 
| to review some new work by this bank, for it is 
the only bank with a consistently high standard 
throughout all its new branches. This is due, of course, 
to the fact that it always employs the same two good 
architects, Messrs. Palmer & Holden, except on the 





THE EAST SHEEN BRANCH 

single but important occasion when it made the mistake 
of going elsewhere for the design of its new building 
opposite the Bank of England. After the extraordinarily 
good work Messrs. Palmer & Holden have done all over 
the country for the National Provincial Bank, it seems 
to me very hard, especially as they work entirely for this 
bank, that its great opportunity was not given to them. 
In my opinion the result is the bank’s loss. 

With photographs of twenty excellent branches all 
worthy of illustration before me it is very difficult to know 

FF 
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where to begin or what to choose. In certain cases, 
however, this bank, through its architects, has carried 
out a definite local improvement, apart from the general 
improvement a good building always adds. Let us 
begin with them. The East Sheen branch is a case in 
point. Here the bank’s new building came at the 
end of a long stretch of new shops and flats. It will 
be seen from the photograph that the bank building 
not only fits in harmoniously with the whole scheme 
taking up the lines of roof, parapet and shop facia, but 








omg a 
\ VIEW OF THE BLOCK OF NEW BUILDINGS OF WHICH THE 
EAST SHEEN BRANCH IS A USEFUL PART WHILE MAINTAINING 
ITS OWN INDIVIDUALITY 
the design with a series of pilasters adds the vertical 
emphasis needed to stop the long horizontal lines and make 
a satisfactory finish to the whole block. More than that, 
however. The bank’s architects redrew the building line 
of the curved end of this triangular piece of land making 
a symmetrical curve which allowed for the bank building 
to butt up against the main building as it were and hold 
it up. The building line as given by the local authority, 
provided a lopsided potato-ended corner to the site 
impossible to build to properly. It will be seen from 
the detail photograph that the bank itself is a very com- 
petent eighteenth century design, strong and masculine, 
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yet with graceful detail to the main door. The difficulty 
of the great contrast, which the banking floor with its large 
windows always makes to the domestic building above, 
is here largely mitigated, if not completely overcome, by 
the introduction of the heavy stone panel with the 
bank’s name on it above the cornice echoing to a 
certain extent the stonework below. 

The Torquay branch provides another civic improve- 
ment as well as a charming building. To get emphasis 
in a narrow street and to provide shadow behind 
their columns the architects have persuaded the bank 


THE CASTLE CIRCUS BRANCH AT TORQUAY 


to give to the street and consequently to the town an 
open portico out of their land. From all points of view 
though it is a wise gift. In what looks from the adjacent 
buildings in the photog! ‘aph a very commonplace street, 
the bank obtains a far more effective looking building 
than if it had used up the whole of its site, and the town 
gains a useful shelter. The scheme represents a rather 
novel development which this bank was, I fancy, the 
first to use in its big Coventry building. Within the 
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portico and sharing it are two shops, one on either side 
of the bank door. In this way the bank gets in rent 
a direct return aS well as an indirect from its munificence, 
and the shops, I daresay, a certain status. If the bank 
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THE DOVER BRANCH 
lends them an overdraft it should be in an excellent 
position to see how it is made use of. The design itself 
is in a late eighteenth century manner reminiscent of 
Bath, and, if our bank buildings cannot be frankly of 
our own day, for Torquay, I should imagine, this is as 
good a manner as any. It is certainly carried out with 
elegance and complete knowledge of the mode. 
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The third example of benefaction to the locality 


which this bank has brought about is the Dover branch. 
This is only a case of rebuilding, and the type of bene- 
faction such as any good new building replacing an old 


THE DOVER BUILDING—AS IT WAS 

one would give. In this case, however, the old building 
was equally big, and though not very old, was certainly 
very bad, and disfigured with haphazard advertisements. 
It is not usual in this country, especially in the smaller 
towns, to pull down a comparatively modern building, 


however bad it is. As will be seen from the photographs, 





THE ROMFORD BRANCH 
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the bank has done that communal good service and in 
place of a bad vulgar building has put up a quiet solid- 
looking one which must have improved the whole 
neighbourhood. 

So much then for public service, which I hope has 
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THE UXBRIDGE BRANCH 








brought it reward. Let us now look at a few examples 
of even more interesting buildings chosen for themselves. 
l‘irst here are two little country branches, those at 
Wallington and Uxbridge. The Wallington branch has 
apparently a flat for the manager on the first floor, and 
the Uxbridge one banking premises only. That allows 
the latter to have a more monumental front which the 
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architects have cleverly achieved without any cinema- 
like vulgarity. The plain masses of bric kwork with the 
raised brick panel over the door for the bank’s name are 
very effective. The Wallington branch is a charming 
little Georgian house with a rather elaborate but 
beautiful door, a little too elaborate, if anything, for 
so unpretentious an abode. 

For my last example I have chosen the Romford branch 
with its suggestion of a building looking out on to a market 
square, perhaps even a market square in Italy. It is, 
I imagine, the ground floor arcades on the two fronts 


INTERIOR OF THE ROMFORD BRANCH SHOWING THE LAMINATED 
WOOD COUNTER FRONT 


which give this effect. They are charmingly detailed. 
Whether the upper part of the building is so successful 
with a window dropped every now and then to a lower 
level and emphasised with a balcony I am not so sure. 
The fine stretches of brick-work, however, obtained by 
keeping the other windows up, are very satisfactory. 
The inside of this bank is interesting for the good effect 
of the counter, with its long run of veneered wood with no 
panels—a clean modern effect, only possible to-day with 
the new laminated woods, but one which I should imagine 
would now be introduced everywhere. The interior of the 
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will find it to” their 
advantage to take up 
agencies with the 


SCOTTISH LIFE 
Assurance Company Lid. 


(Funds over £7,000,000) 


Head Office : 
19 St. Andrew Square, Edinburgh 2 
London Office : 
9 & 10 King Street, E.C.2 


Branch Offices in all leading 
cities in the United Kingdom. 


DI ROMA 


CAPITAL Lire 200,000,000 
RESERVE Lire 65,000,000 


BRANCHES THROUGHOUT ITALY 


Did you read Lancasters’ 
striking double page ad- 
vertisement re their latest 
‘“METALSEAL” Bags in 
last month’s issue of The 
Bank Officer ? 


And did you write for 
samples? If not, may we 
suggest that the decided 
saving of time and money 
that can be effected will 
interest you. 


Lancaster Bros. & Co., 
Cash Bag Specialists, 
ShadwellSt., Birmingham. 








80 THE BANKER 





West Croydon branch shows the sameadmirable and restful 
treatment applied to the walls as well. The exterior 
of this latter branch is not so satisfactory and has not 
therefore been shown. It is one of the first experiments 
these architects have made in the modern manner and 
after their other work seems a little crude and youthful. 
Nevertheless, I hope they will be brave and master this 
manner, as they have Tudor, Elizabethian, Queen Anne 
and the various phases of Georgian architecture. With 
the sense of refinement, so marked in all their work, 


INTERIOR OF THE WEST CROYDON BRANCH WITH ITS WALLS 
LINED WITH LAMINATED WOOD 


they are just the men needed to-day to do for straight- 
forward modern building what the designers of motor 
car bodies have done for them, refining, that is to say, 
on a purely functional design until it is a thing of 
beauty. I am sure they could accomplish it, and 
thereby put everyone, architects as well as bankezs, in 
their debt. 

Looking at these branch banks and at the branches of 
all the great banks here in Brighton where I am spending 
the winter, I cannot help feeling, as an architect, that I 
ought, to be consistent, to change my account—! will 
not say from which bank—to the National Provincial. 








